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All the New Federal Laws and 
Regulations which Affect — 


Wages and Hours 

Production Methods 

Fair Trade Practices 

Price Maintenance Plans 
Latest Bankruptcy Regulations 
Government Contracts 
Interstate Commerce 


The 1938 
CREDIT MANUAL 


of Commercial Laws (2015 Annual Edition) 





—and many other impor- 
tant items will be found in 









(Many Endorsements Like This One) 


Herewith our check for the Credit Manual. We will not keep it 

5 days for fear you might want it back. Just one glance con- LEGISLATURES 

vinces the writer that it's worth a thousand, if no more were 

available and every business, especially Manufacturers IN 37 ; STATES 

should have this book.—Chicago. : P A SC S Er D N E Ww 
LAWS THIS 

NATIONAL ASSOCIATION OF CREDIT MEN 

One Park Ave., New York City 


| 

| 

| R 
Please reserve one of the first copies of the 1938 Edition of CREDIT , YEA 

| 

| 

I 


Publication Department. 









MANUAL of Commercial Laws and enter our order at the special pre- 
publication price of $4.25 for NACM members (Regular price $6.50). 








Make your reservation now to as- 
Name of Firm 


| sure one of the first copies when 
el a ak is I oo Chi tas published ‘in November. 











Helps many big ways you'd never think of 


until you see them. Records phone calls while they hap- 
pen ... makes verbal instructions alibi-proof . . . cuts 
conferences . . . doubles your ability to get things done! 


Gives you more hours 


of executive time by cutting rou- 
tine almost unbelievably. Your 
daily mail, for instance, is 
cleaned up in about half the time 
it now requires. 


Lets your secretary cease to be 


just a shorthand machine, and get more 
real work done. While you dictate, she 
goes right on keeping things moving for you! 


on 


se 


Takes the up-set out of vacation season. Work 


goes on smoothly regardless of absences. Pressure ceases, 
confusion disappears ... and all hands get more done! 


), . Better learn now just what this modern dictating ma- 


chine could do for you. Let a Dictaphone give you its own story, 
in your own office, without obligation. Mail the coupon now! 


Dictaphone Sales Corp., 420 Lexington Ave., N. Y. C. 
In Canada—86 Richmond St., West, Toronto 


[| Please let me know when “Two Salesmen in Search of an O: der” 
will be exhibited in my city. 


[| I want to see your representative. 
Name 


Company 
Address 


The word DICTAPHONE is the Registered Trade-Mark of Dictaphone Corporation, Makers of Dictating Machines and Accessories to which said Trade-Mark is Applied. 
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“We certainly plugged one loss— 
with HARTFORD* Fidelity Bonds’ 


“It was fortunate for us that we purchased 
a commercial blanket bond about a year ago. 
The other day one of our employees disap- 
peared with some company funds. 

*“He never in the world would have been 
bonded by us, because we did not know he 
was in position to get near the funds. But we 
had heard about the Hartford’s blanket bond 





proposition and so with a Hartford agent’s 
help, we covered every one of our employees. 

“With the new type of bond there are no 
details to bother us, no complicated reports 
to make. Best of all, we have the benefit of 
the Hartford Accident and Indemnity Company’s 
loss prevention service when it comes to safe- 


guarding our funds.” 


Why Hartford Fidelity Bonds are needed 
In spite of all investigations and precautions, 
it sometimes happens that a trusted employee 
goes wrong. Indeed, the employer cannot pos- 
sibly keep in touch with the outside influences 
which may lead up to a dishonest act. 

Let a Hartford agent explain this service in 
detail. It’s a modern plan for business. The 
rates are low and the protection is sure. 


HARTFORD FIRE INSURANCE COMPANY 


*HARTFORD ACCIDENT AND INDEMNITY CO. 
HARTFORD, CONN. 
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Business in low gear 


fashion. A few years later it cracked up. Because so many people 

were affected, there was a demand by some groups that govern- 
ment erect traffic beacons along the business highway so that the 
business machine could be kept under control thereafter. 


Wis decade ago the business vehicle was breezing along in fine 


One pertinent question arises now. Appreciating the necessity of 
having some traffic signals, have we chosen red “stop” lights when 
we should have erected yellow “warning” signal beacons? 


There is an element about governmental regulation of business 
that is given too little consideration by all groups. The consequences 
of government regulation go beyond the inconvenience or restriction 
of business operations. American industry built its unparalleled 
record because of the ease and facility with which it could accommo- 
date itself to all situations. It was quick to respond to new demands, 
to provide new products, to satisfy new needs. It moved ahead 
without delay. because it had great freedom in its operations. 


Will strict government regulation not have a tendency to shift 
American business into low gear because it makes uncertain the 
road ahead? 


An illustration is the Robinson-Patman Act. Hundreds of cases 
have been placed before the Federal Trade Commission involving 
all types of questions about business policies. Many of these cases 
have been before the Commission for at least a year and yet only a 
few decisions have been given in that period of time. Many busi- 
nesses today do not know exactly how to plan because they do not 
know just what interpretation to place upon business laws or busi- 
ness regulatory measures. ‘These businesses have been put into 
low gear. 


Perhaps at times in the past the speed of business was dangerous. 
Certainly this was true in the late 20’s. But it is just as dangerous 
to the leadership position of American business to force it into low 
gear. Reasonable regulatory. measures, are necessary but business 
should not be forced to crawl along when it has the power and the 
highway to permit a comfortable speed. 


Executive Manager, N.A.C.M. 





Here’s how 


LITTLE 


it costs to 


telephone! 


See how little it costs to chat 
with far-away friends or trans- 
act business across the miles 
... by telephone. These low 
Long Distance rates are the re- 
sult of a series of reductions 
in recent years. 

While the rates for Long 
Distance service have been 
going down, its speed and 
clarity have just as steadily 
gone up. The average Long 
Distance call took more than 
five minutes to complete in 
1926 — only one and one-half 
minutes today. . . . Keep in 
touch by telephone quickly, 


personally, inexpensively. 


DAY except 
SUNDAY* 
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Credit’s place in 


by JAMES M. HATCH, Sales Manager, Standard Oil Co., Minneapolis, Minn. 


As a boy I spent some unprofitable 


time in a restaurant in my little - 


Mhome town in Indiana. The 
restaurant was the place of busi- 
ness that changed ownership frequently 
for the very definite reason that this 
particular venture attracted men with- 
out business experience. 

I had determined to become a sales- 
man and was attracted to those iden- 
tified by an ICMA button in the lapel, 
a railroad script book in the slash 
pocket of their coat, and who carried 
one or two sample cases. Some of the 
time spent around the restaurant was 
not so unprofitable after all, for I was 
a “‘listener-in” at the sales interviews 
which invariably began with the collec- 
tion effort. 

Experience taught the salesman to 
collect from the restaurant man before 
writing his order, for unless he did so 
his time would be a total loss—the 
merchandise would not be shipped, or 
on the next call he would find a new 
proprietor. So with my early determi- 
nation to become a salesman, I learned 
that credit had a very definite place in 
sales and I have been adding to that 
knowledge in handling sales promotion. 

One of the first instructions given 
when I started with my present em- 
ployer, many years ago, was—‘com- 
plete your sale, sell the merchandise, 
collect for it, and effect the return of 
the container.” This latter funda- 
mental has been changed for we no 
longer use what we called numbered 
equipment barrels; but the admonition 
to “Sell the merchandise and collect 
for it” is probably more important 
today than when I started. 

“Credit’s Place in Sales Promotion” 
as the subject assigned leads one to a 
careful analysis of what constitutes a 
sale and we may use two definitions 
that are widely known and in each of 
which we find a most direct reference 
to “credit’s place.” 


One of these definitions is— 
“Salesmanship is the art or science 
of profitably selling or marketing 








the ideas, products or possessions of 
any individual, firm, or corporation.” 
Rather a comprehensive definition 
which covers most points and one in 
particular because it determines wheth- 
er or not the effort of salesmanship 
shall be successful at the conclusion. 
The essential to which our attention 
is directed is the reference to profit. 

Another definition, that is ofttimes 
used in sales meetings because of its 
catchiness and for the reason that any 
word in it may be singled out and used 
in defining a sale, is “Pleasingly per- 
suade plenty people profitably purchase 
products pleasurably.” We note that 
profit is referred to as one of the 
elements in the sale. 

In the evolution of business we’ve 
gone from marketing to merchandising. 
In the early days of commerce, the 
market place was used and at least one 
definition of market is “to expose prod- 
ucts for transfer.” In later days, we 
have progressed to selling and sales 
instead of ‘marketing. One definition 
of selling or sales is to “transfer pos- 
sessions for valuable consideration.” 
Another forward step has been taken 
and now we hear a great deal about 
merchandising which is sometimes de- 
fined as the “insistent and systematic 
solicitation of profitable business” ; and 
so we find that profit is the funda- 
mental upon which every business 
transaction is supposed to be based 





whether in the market place of ancient 
times or in the most modern merchan- 
dising establishment of today. We, as 
salesmen, must always have this in 
mind. 

The Credit Manager and his asso- 
ciates are charged with the responsi- 
bility of determining whether or not 
the order taken by the salesman is to 
be converted into a profitable sale. And 
a chief executive of a merchandising 
organization is on the lookout for a 
combination that is the ultimate; con- 
sisting of sales-minded credit men and 
credit-minded salesmen. 

In our business the sales are handled 
by thousands of agents who work on a 
commission basis and operate in and 
from cities, towns, and _ villages 
throughout a vast territory. Most of 
these men come into our organization 
from the farm. Occasionally one may 
have worked in a manufacturing plant 
and in some cases has gathered some 
experience in a store. It may be stated 
as a fact that very few of our Agents 
have ever had any business experience, 
so it is necessary for them to have some 
very definite training. Our Company 
after fifty years of marketing and sell- 
ing (I hope we are merchandising to- 
day) starts a new agent right, we be- 
lieve, by giving him at least three of 
the fundamentals of business and to 
which he must direct his attention each 
and every day. On his sales reports 
there are three definite branches of the 
business to be recorded: 

(1) a list of the goods sold, 

(2) a record of the stock, 

(3) a record of the cash receipts and 

credit extensions. 

In our business, as in yours, we hear 
frequently the reference to the term 
“credit restriction” which seems to be 
a stock phrase with salesmen, regard- 
less of the line represented. There is a 
difference of opinion in determining 
the manner of administrating credits 
and the extension or restriction is some- 
what dependent upon four distinct con- 
siderations; these are— 
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sales promotion 


Volume of Sale 

Frequency of Sale 

Value of the merchandise, and 

Condition of the market. 

So, to a certain extent at least, we 
all have the same problems to handle in 
the promotion of sales and the admin- 
istration of credit whether we sell 
loaves of bread or locomotives. 

I was impressed with the subject 
“Credit’s Place in Sales Promotion” 
because we in the sales department are 
dependent upon the knowledge and 
judgment of the credit manager and 
his assistants so that we may conserve 
our time and earn profit on that invest- 
ment. Unless credit is carefully con- 
sidered, and unless the sales promotion 
department is guided by a knowledge 
of credit, we shall surely run into dif- 
ficulty and one which is costly from 
every standpoint is that of having to 
effect the return of merchandise from 
a customer to avoid a total loss. 

Time will not permit going into this 
phase to any great extent but I should 
like to call your attention to the 
amount of time and energy that is ex- 
pended only to result in costly disap- 
pointments. The average salesman is 
a type unto himself—he is enthusiastic, 
industrious, visionary, and is usually 
more interested in making his’ quota 
whether it be in commissions or in ex- 
ceeding the sales goal set up for him. 
In many cases, he feels that his job is 
done when the buyer’s name is on the 
dotted line and goes on his way to the 
next prospect for further achievements. 

If the order is accepted and the 
merchandise delivered to one whose 
three C’s have not been sufficiently 
considered and who is unable to meet 
the obligation, the real work is just 
started for the salesman  ofttimes 
makes a number of calls in an endeavor 
to make a collection. In some cases, 
representatives of the credit department 
add their efforts, the mails are used, 
and in fact a more or less lengthy and 
costly period of time passes and in the 
end, the only manner in which to avoid 
a total loss is through what we term, 
and with us a most obnoxious term, 
“returned goods.” 


Another difficulty which may be 
avoided by the functioning of the credit 
department is that of finding our sales 
restricted to some of our better ac- 
counts who have not been prompt in 
payment and who are represented on 
the ledgers with figures denoting slow 
or non-payment, 


Credit man’s job is no 
Swivel Chair” position 


In humorous vein, Hugh L. Carhahan, 
a well-known Chicago member of the 
honorable fraternity of credit men, 
draws this thumb-nail sketch of the old- 
school type of credit man, still current 
in some quarters: 

“Nobody loves him. None wants 
his job. In frigid majesty he casts a 
fishy eye over incoming orders, picks 
out the gilt-edged risks and bangs all 
others with the well-worn rubber 
stamp—COD. The salesmen put up 
with him as they endure expense sheets, 
as just one more penalty for being alive. 
The management endures him as a 
traditional fixture, about as useful as an 
appendix, and at times much more 
aggravating. So he sits among his dusty 
iles, a forlorn, friendless creature, 
damned by hard luck and soured by 
experience. In his hand he holds a 
diploma from the most illustrious college 
of kidders.”” 

But a renaissance of credit is on the 
way, he maintains, and when it arrives, 
your canny credit man will have recog- 
nized that the bee that gets the honey 
doesn’t hang around the hive. 

“Hitting the road” is the only way 
for a credit manager to get the real 
credit picture, because it can not be 
gained accurately from correspondence 
and reports.— American Lumberman’’ 


We turn to the national pastime for 
so many illustrations and I think we 
may use one at this time and refer to 
the fact that managers want catchers 
that can run bases as well as hit and 
hold up their pitchers. There have 
been a number of big, strong, hard- 
working catchers who were excellent 
hitters and smart in handling pitchers 
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but whose big league careers came to 
an early end through slow-footedness 
on the bases. In other words, the bases 
were loaded when they got on so it 
was necessary for the next hitter to 
ride one out of the park to prevent a 
double play. 

We find that if credits are not han- 
dled properly, our ledgers are loaded 
with slow paying accounts and time 
must be spent in trying to make new 
connections instead of developing those 
that we have who should find it mu- 
tually profitable to maintain a sound 
business connection. 

In my opinion, you who have the 
privilege of credit administration are 
engaged in one of the most necessary 
phases of business and that which ulti- 
mately determines the profit to the 
owner. I should like to pay you the 
highest compliment that can be used 
by a salesman, that of referring to 
another as a “master salesman.” Your 
job of selling is difficult—much more 
so than that of the person who is car- 
ried on the payroll as a salesman for 
he sells merchandise, something that is 
tangible—he may display samples or he 
may place the actual merchandise in 
view of his prospect—but you who han- 
dle credits must sell something intangi- 
ble—you sell knowledge to patrons of 
your concern that their best interest is 
served at all times by keeping their 
credit rating good. When all is said 
and done, I think that you are the 
determining factor and should be proud 
of the fact that you determine “credit’s 
place in sales promotion.” 

In closing, I should like to offer just 
one suggestion. Whenever and wherever 
possible, get out into the territory and 
meet some of the customers in their 
own places of business, get acquainted 
with them, discuss their problems with 
them, be in a better position to deter- 
mine whether or not they are the type 
of customer that you want and pos- 
sibly you may be helpful to them in. 
determining how to improve their po- 
sition from a credit standpoint for the 
manner in which any of us use our 
credit will eventually determine our 
success. 
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Credit men: 


Personal follow-up of your 


number of years, during which 

time quite a few first meetings of 

creditors were attended, the writer 
is persuaded to believe that the major- 
ity of credit men are not conscious of 
the fact that these bankruptcy meetings 
are held as much for the benefit of the 
interested creditors as for the interest 
of the insolvent debtor. 

These meetings should primarily be 
controlled and directed by the creditors 
as the action taken and the results ob- 
tained are largely due to their efforts 
in supporting the direction that the 
Court would be willing and desirous 
of taking should there be sufficient in- 
terest manifested by the creditors repre- 
senting the liabilities involved. 

How many credit men take the posi- 
tion that since the case has reached the 
stage of bankruptcy that the situation 
is hopeless and that all they need to 
do is to file their claim with the Refe- 
ree and forget it? This seems to be 
the trend of the majority of the deci- 
sions that are made by credit men if 
we should be governed by the attend- 
ance and interest at these meetings of 
creditors in the bankruptcy court. 

Failing debtors have readily ob- 
served this negligence on the part of 
credit men and take undue advantage 
of the occasion. ‘This situation has 
become more acute as “time marches 


” 
on. 


The National Association of Credit 
Men has taken a decided interest in 
fostering and endeavoring to improve 
the bankruptcy act, but what is the 
use so long as credit men do not in- 
terest themselves to the extent of con- 
trolling the situation that confronts 
them at the time when determined ac- 
tion is in the balance. 





7 Gathered from an experience of a 
iv} 
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The writer’s interest has been 
aroused from recent experience in a 
number of bankuptcy cases and espe- 
cially. those in which his firm had an 
interest. A failure in Kansas recently 





In one bankruptcy case 
which Mr. Allen follow- 
ed-up, ‘the Referee was 
not very enthusiastic 
concerning the line of 
action proposed and 
later substantiated by the 
evidence that the exam- 
ination produced, all 
becouse of the lack of 
interest by creditors’. 


showed a list of creditors numbering 
343. Out of this list there were only 
80 commercial houses whose accounts 
totaled over $100.00. 

The conclusion would be that this 






failing debtor presumably placed or- 
ders in the fall season with practically 
every jobber that he could contact han- 
dling his line of goods and placed a 
small order. Since his rating was first 
class and all of his bills previously dis- 
counted, he had no difficulty in getting 
all of the goods shipped that were or- 
dered. Purposely the orders placed 
were small to the individual houses be- 
cause of the intent on the part of this 
debtor to stage a failure at the end of 
the fall season. 

The logical reasoning would be that 
no account owing to any one creditor 
would be large enough to warrant any 
special interest in the result of the fail- 
ure and, therefore, no sufficient interest 
would be taken to secure an investiga- 
tion that the failure should receive. 
Here as in most cases the larger num- 
ber of these claims in this particular 
failure were filed direct with the Refe- 
ree and, therefore, had no voice in di- 
recting the course of procedure that 
could have been taken at the creditors’ 
meeting. 

These facts were borne out by the 
findings at this first meeting, as the 
writer was the only representative of 
any interested creditor attending this 
meeting in person. ‘There were four 
attorneys present ; one was the attorney 
for the writer’s firm; another attorney 
was present only because of his inter- 
est in setting aside if possible some 
goods that were delivered to the bank- 
rupt only three or four days previous 
to the filing of the petition. The other 
two attorneys had a few claims but 
not many. 

In view of this set-up the Referee 
was not very: enthusiastic concerning 
the line of action proposed and later 
substantiated by the evidence that the 
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debtor’s bankruptcy is vital 


examination produced, all because of 
the lack of interest by creditors. How- 
ever, finally our attorney did succeed 
in inducing the Court to set aside a 
part of the funds secured from the sale 
of the stock in this failure to be used 
in defraying the expense of further in- 
vestigation. 

To make a long story short we have 
every reason to expect that by the fee- 
ble efforts of one creditor in pressing 
a cause here that was most worthy and 
securing an investigation that required 
following the debtor into foreign ter- 
ritory, where he had removed to avoid 
a summons to appear, that the result 
of this follow up will secure for the 
creditors a final dividend on _ their 
claims in the neighborhood of 3314%, 
whereas, if the case was allowed to 
take the usual course 5% would have 
been as much as could have been ex- 
pected by way of first and final divi- 
dend. 

A more recent case covers a situa- 
tion where a partnership held a special 
sale, reducing their stock one-half and 
increasing their liabilities double with- 
in a period of about two months. Or- 
ders during this interval were placed 
in most every trade territory where 
this partnership could be served. 

The list of creditors in this instance 
was not as large as the other case men- 
tioned but there were possibly eighty 
or ninety creditors and none of these 
creditors so far have shown any inter- 
est in the investigation that certainly 
is needed here to find out what became 
of the funds produced from the special 
sale that was continued possibly a 
month or more just preceding this fail- 
ure. 

This is another case in which the 
writer’s firm has taken the initiative 
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and solicited the cooperation of other 
creditors but it is the same situation 
that we find in most every case, as the 
majority of the credit men have filed 
their claims direct ~with. the Referee, 
showing no further interest and would 
allow the matter to take its own course, 
which in the usual routine results in 
nothing more than taking just what 
is offered without any effort to verify 


the motives and results attending this 
failure. 


It. is time that credit men were 
aroused to the need of personal inter- 
est and action in bankruptcy matters 
and take their place at the meetings 
where the fate of the failing creditor 
is to be decided and because of the dis- 
interest that is manifested in most cases 
the failing debtor is handled entirely 
too leniently and is not properly re- 
quired to make a full showing of the 
way his business has been operated. 

Another case of bankruptcy outside 
of these two above mentioned failures 
revealed at the first meeting of cred- 
itors that the bankrupt had done away 
with all of his books and records, get- 
ting by with the flimsy excuse that 
when he turned everything over to the 
Trustee that the books were some- 
where in the building. Here again be- 
cause of dis-interest in the attitude of 
the creditors this failing debtor got by 
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says E. N. ALLEN, 
Tootle-Campbell Dry Goods Co., 
St. Joseph, Mo. 


with his contention and there was a 
large-amount. of .funds-that could not 
be accounted for simply because the 
debtor had destroyed his records or put 
them out of the way and they were not 
available to the Court. 

If sufficient credit men had shown. 
a personal interest here and availed 
themselves of their privilege at this 
meeting of creditors there might have 
been a different situation develop or at 
least some punishment could have been 
effected on the debtor commensurate to 
the penalty that such a crime would 
require. (It should be a crime to de- 
stroy the records of a business so that 
the Court is not in a position to get at 
the actual facts.) 

You have been cited to three sepa- 
rate instances of different methods 
whereby a failing debtor has taken ad- 
vantage of the situation and deprived 
the creditors of any possibility of re- 
covering assets that have been misap- 
plied and not accounted for. 

Fellow Credit Men, the National 
Association of Credit Men has done 
wonderful work in trying to protect 
the receivables of these United States 
and it is almost a crime for any credit 
man to fail in his calling by the dis- 
interest that can be noted in his failure 
to support the bankruptcy act, since 
this Court has been established for our 
convenience in uncovering fraud and 
properly handling fraudulent failures. 

The individual effort is what will 
count most and the old adage still holds 
true that “In Unity there is Strength.” 
Without your cooperation even the 
Federal Court machinery will not 
properly function. 
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Neither the story of agriculture 
nor that of the farm equipment 
industry can be told without giv- 
ing credit to those men who have 
been and are working with the bank- 
ing problems of America. Sympathetic 
and understanding co-operation  be- 
tween the rural banker, the farmer and 
the farm implement dealer always has 
been and always must be an important 
element and factor in providing ag- 
riculture with the labor-saving, cost- 
reducing equipment which is essential 
to profitable farm operation. 

I have before me a copy of a report 
made in 1928 by the Robert Morris 
Associates and I wish to include a 
significant statement from this report: 

“Power farming is not only revo- 
lutionizing agriculture, but it is en- 
forcing a revolution in the manufac- 
ture of farm implements. For a long 
time, the implement manufacturers 
could not see this important fact... 
It used to be a saying among country 
bankers at one time that a tractor 
farmer could never succeed. All this 
is changing, however, and it seems 
evident that the era of power farming 
is just beginning.” 

That, gentlemen, is a part of the 
story, and I shall present factual ma- 
terial showing that once again there 
is in America a recuperated agriculture 
with restored buying power and a de- 
mand for recently developed equipment 
as well as for standard equipment 
which farmers delayed purchasing 
until their income was restored. 

In primitive times the “sinews of 
agriculture” were the muscle and 
brawn of human beings. Then man 
tilled the ground with a _ crooked 
stick; sowed his seed from a sack tied 
around his neck; harvested the ripened 
crop with a sickle; threshed it with 
a flail and winnowed the grain from 
the chaff with the aid of nature’s 
breezes. In every operation his own 
muscles furnished all the power needed 
to perform his daily work. 
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Agriculture's sinews 


by ARNOLD B. KELLER, Treasurer, International Harvester Co. 


Early in the transition from primi- 
tive to modern methods, a few crude 
implements were designed which 
enabled man to avail himself of the 
superior strength of domestic animals, 
and, in that period, the muscles of 
human beings and of work animals 
became the “sinews of agriculture.” 

Then came the dawn of the farm 
machine age, about a century ago. 
Iron, steel and wood, fabricated into 
farm machines, enabled man to make 
greater use of animal power and gradu- 
ally, as new machines were designed 
and old ones perfected; less human la- 
bor was required to produce the farm 
products needed to feed and clothe the 
people. 

About the beginning of the present 
century, an important change occurred 
which made human muscle and brawn 
a still smaller part of the “sinews of 
agriculture.” It was the introduction 
of the tractor which to a high degree 
supplanted both man and animal power 
in most farm operations. Today, we 
can truthfully say that the principal 
sinews of our modern agriculture are 
iron and steel and petroleum products. 

The upward climb of agriculture 
from the primitive days of the spade 
and hoe has been associated with the 
introduction of new farm machines 
that lightened the burden of farmers 
and gave them greater returns from 
their enterprises. 

Transition from human to animal 
and from animal to mechanical power 
has wrought profound economic changes 
in this country, particularly in the re- 
location of employment and the oppor- 
tunity for the creation of new enter- 
prises and occupations. In 1812, be- 
fore the advent of the farm machine, 
only 258 persons per 1,000 population 
were gainfully employed. Of these, 215 
were employed in agriculture and only 
43 in all other vocations. In 1930, 
when there were nearly a_ million 
tractors on American farms, 398 per- 
sons per 1,000 population were gain- 





CREDIT and FINANCIAL MANAGEMENT .. ... . . 10... . . . SEPTEMBER, 1937 


fully employed, with only 85 in agri- 
culture but 313 in other occupations, 
Thus has the coming of the machine 
to the farm released man-power for 
other pursuits—manifestly a vital fac- 
tor in the upbuilding of our great 
nation and in creating a_ higher 
standard of living. 


TOTAL POPULATION 
PERSONS GAINFULLY EMPLOYED AND 
PERSONS ENGAGED IN AGRICULTURE 

IN THE UNITED STATES 
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The effect of the transition is illus- 
trated by this chart (see Chart 1), 
which shows trends in population and 
employment from 1820 to 1930. The 
upper line shows the steady increase 
in population (from 9.6 millions in 
1820 to 122.8 millions in 1930) ; the 
second line shows the increase in the 
total number of all persons gainfully 
employed (from 2.5 millions in 1820 
to 48.8 millions in 1930), while the 
bottom line shows the number engaged 
in agriculture (from 2.1 millions in 
1820 to a high of 12.7 millions in 1910 
and back down to 10.5 millions in 
1930). 

The effect of such a transition can 
be further emphasized when we re- 
member that in 1820 about 83 percent 
of our total gainfully employed 
workers were engaged in agriculture, 
and only 17 percent in other occupa- 
tions. If we were to assume that pop- 
ulation was distributed in that propor- 
tion, a return to 1820 conditions would 
result in an agricultural population 
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tod: y of 108 millions, leaving only 22 
millions in towns and cities, or about 
twice the combined population of New 
York and Chicago. 

It is easy to see, therefore, that the 
story of the changes in agriculture 
methods is an important part of the 
story of America itself. A new 
country, its rich agricultural lands 
sparsely populated, could rise rapidly 
to wealth only through some means of 
multiplying the power of the indi- 
vidual producer of farm _ products. 
Under the methods of the hand- 
farming era, the development of the 
nation to its present economic status 
would not have been possible in so 
short a time. 

In looking back, it is a source of 
pride to both old and young men in the 
farm equipment business to know that 
their industry has played an essential 
part in the development of the nation. 
Ever since Cyrus Hall McCormick’s 
invention of the reaper a century ago, 
our industry has worked to eliminate 
drudgery from the work of agriculture. 

Farm equipment manufacturers and 
dealers alike recognize that the extent 
of their industry’s progress depends 
on agriculture’s progress; progressive 
farmers likewise recognize their de- 
pendence on proper operating equip- 
ment. Our serious soil erosion prob- 
lem has served to demonstrate anew 
the inter-dependence of agriculture and 
the farm equipment industry, for no 
soil conservation plan has yet been ad- 
vanced in which the work involved 
does not call for the use of modern 
farm machinery. 

I do not know how I can better 
illustrate the steady progress that has 
been made in supplying the farmer 
with machinery of constantly improv- 
ing quality and usefulness than by re- 
ferring to some remarks made a little 
more than a year ago by S. H. Mc- 
Crory, chief of the Bureau of Agri- 
cultural Engineering in the United 
States Department of Agriculture. 
His remarks were included in a news 
release issue by the Department of Ag- 
riculture and were illustrated by the 
drawings and quality ratings repro- 
duced here (See Chart 2). The 
quality ratings of present-day machines, 
as you see, have been calculated on a 
base of 100 (1910-1914) as the quality 
ratings of the same kinds of machines 
of twenty years ago. You will note 
that the improvement ratings grade all 


the way from 140 to 215. 


CHANGES IN QUALITY VALUES OF FARM MACHINES 
BETWEEN 1910-14 and 1932 


But to get back to what Mr. Mc- 
Crory of the Bureau of Agricultural 
Engineering had to say in connection 
with this study. Posing the question 
“What does the future hold for farm 
machinery?” he said: “The answer can 
be found in improvements made in the 
last twenty years. Farm machinery 
of twenty years ago is about as out of 
date as a 1915 automobile in 1935. 
We can reasonably expect even greater 
improvements in farm implements in 
the next twenty years than in the last 
twenty years. Farmers, I believe, are 
more alive to the value of good ma- 
chinery than ever before.” 

To Mr. McCrory’s quality ap- 
praisal of today’s farm equipment as 
compared to that of twenty years ago, 
it is important to add that these same 
last twenty years, in addition to mark- 
ing the improvements to which he re- 
ferred, represent the period in which 
mechanical power farming has made 
its tremendous strides in replacing 
animal power. In short, these years 
have ushered in and established the age 
of tractor farming, or what we have 
come to term “power farming.” 

What the introduction of the 
tractor has meant to the advancement 
of farm operating methods can be 
pretty well gauged by taking into ac- 
count the major innovations in farm 
machinery that have followed in the 
tractor’s wake. Among these are: The 
tractor power take-off, which has pro- 
vided positive power instead of ground 
power for such machines as _ binders, 
mowers, corn pickers, small combines 
and potato diggers; the all-purpose 
tractor, which made the really horse- 
less farm possible for the first time; 
the ensilage harvester, which is to corn 
harvesting what the harvester-thresher 
is to the grain harvest; the tractor 
binder, which with its 10-foot cutting 
width will cut twice as much grain in a 
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day as the largest capacity horse-drawn 
binder; the small combine, which 
brings all the advantages of the big 
combine to the grain power of limited 
acreage; the small tractor, which is 
the all-purpose tractor built down to 
the needs of millions of row-crop 
farmers with farms up to 120 acres in 
size; the Diesel farm tractor, which 
provides further reduced power costs 
for those farms large enough to war- 
rant the greater initial investment; the 
tractor-mounted corn-picker, and the 
quick-attachable feature for tractor- 
drawn machines, of which there are 
now 25 different kinds available. 

There is another important aspect to 
the developments of these last twenty 
years. As tractor farming advanced 
with the improvements just mentioned, 
prices of tractors declined sharply. To 
illustrate this, the industry in 1932 
prepared an interesting study that com- 
pares values of that year with those 
of the pre-war period. This compari- 
son brought up to 1935 by the Har- 
vester Company and graphically shown 
here (see Chart 3), is just as appli- 
cable today as it was when this adapta- 
tion was made two years ago. 


COMPARATIVE VALUES 
in POWER FARMING EQUIPMENT 


IN 1914 IN 1935 
$1450 Would Buy | $1459 Will Buy 
THIS FeAcres THIS TRACTOR 
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Note, then, that the investment re- 
quired for a tractor in 1914 will now 
buy not only a tractor, but also such 
machines as these to go with it; a 2- 
furrow tractor plow, a 7-foot tractor 
disk harrow, a 2-section peg harrow, 
a 2-row corn planter, a hammer mill 
and a 2-row cultivator. Yet, to fully 
appreciate these comparative values, 
we must consider not only the added 
number of units the same outlay will 
buy, but the vastly improved quality 
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and efficiency of tractors. 

A comparison of the tractors of 1914 
and 1935 shows the great improvement 
that has been made in tractor design, 
efficiency and utility. 

The present Farmall Tractor is 
vastly superior in every respect. It 
handles all the power jobs on the aver- 
age farm. It has a power take-off for 
operating pulled machines. It is made 
of the best materials. It has a modern 
heavy-duty four-cylinder engine with 
high-tension magneto, air cleaner and 
closed radiator cooling system; an 
automobile type of differential, four- 
speed transmission running in oil and 
anti-friction bearings throughout. 

Yet, with all these improvements, 
the Farmall sells for a price so far 
below that of the tractor of 1914 that 
the purchaser can get in addition all 
the modern power-operated~ machines 
shown above or an equal value in other 
machines. 

While we are on this subject of 
values in farm equipment, I believe it 
will be interesting to consider an analy- 
sis based principally upon government 
data to show just how the farmer’s 
dollar is spent. The latest available 
analysis of this kind deals with the 
year 1931 (See Chart 4). You will 
note that the slice out of the farmer’s 
expense dollar that went for the pur- 
chase of farm implements (exclusive of 
tractors) was only 1.5 cents; for 
tractors alone, only 0.9 cents; and for 
repairs for all implements and tractors 
on farms, 0.8 cents. If we add these 
three items we get a total of only 3.2 
cents for the machinery and tractors 
with which the farmer produces his 
crops. This extremely small portion, 
it seems to me, indicates clearly the 
opportunity presented to the farmer for 
further increasing the efficiency of his 
operations and lowering his costs by in- 
vesting a few more pennies out of each 
dollar in modern, efficient equipment. 

The fact that farm machinery with 
every advance in its efficiency has 
steadily cut down farm operating costs. 
has made it possible for the equipment 
industry to extend another service to 
its customers that has been highly con- 
structive. That is the service of liberal 
but sound credit. It is, moreover, a 
service that dates all the way back to 
the early years of the reaper. Cyrus 
Hall McCormick, knowing that his 
reapers in the proper hands would pay 
for themselves out of their earnings, 














established the practice of favorable 
credit that has characterized our indus- 
try ever since. 


THE FARM DOLLAR 
DISTRIBUTION OF U.S. FARMERS 193! EXPENSES 





That the ‘policy of going alang with 
the farmer in good times and bad— 
maintaining a reasonable collection 
policy when notes are due—has been 
both the friendly and sensible way to 
conduct our business, is amply attested 
I believe by the collection record of 
our industry. For example, from 1904 
to 1936 inclusive, the Harvester Com- 
pany’s total charge-offs have been only 
2.06 percent of notes received, which, 
of course, does not include compara- 
tively insignificant losses on open ac- 
counts. In relation to net sales, the total 
charge-offs have been only 1.18 per- 
cent. That record, covering a period 
that included both the farm deflation 
of the early 1920’s and the depression 
30’s, makes it unnecessary, it seems to 
me, to say that we do not confuse lib- 
eral credit with loose credit. As a 
matter of good business and satisfac- 
tery customer-relations, we have a 
policy of making sales only when it 
seems assured that the buyer is in a 
position to use his purchase profitably 
—and so will be able to pay for it. 
Moreoyer, the farm equipment indus- 
try is no different from any other 
soundly-conducted business in recogniz- 
ing that a cash sale, or one with a max- 
imum down payment, is always the 
most desirable. We put that principle 
into practice whenever feasible. Simi- 
larly, now that the farmer is in better 
circumstances, the trend in farm equip- 
ment sales has been toward more cash 
and a shortening of terms. A number 
of years ago the general practice was to 
allow two and three years for complet- 
ing payments on a farm equipment pur- 
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chase. Now the general. sales policy 
calls for a maximum liquidation period 
of eighteen months. 

Another change of major importance 
has been taking place in the credit 
practices of our industry. I am sure 
you will be interested in hearing some- 
thing about it, for we feel that it is a 
distinct contribution to the whole 
technique of credit. It has proved a 
forward step in both collections and 
customer-relations. The change had 
been under consideration for a good 
many years and had been tested in nu- 
merous individual transactions; it now 
has been actively applied for the last 
three years. 

Briefly, the change is from the old 
system of two and three fall payments 
to smaller, more frequent payments 
through the year in amounts calculated 
at the time of the sale on the basis of 
the farmer’s prospective income at vari- 
ous periods of the year. We term it 
the “income purchase plan.” The old 
custom was suited to conditions of the 
bygone era when the farmer’s income 
was realized mainly from one crop. 
The new plan best suits the present era 
of mechanically powered, diversified 
farming and orderly marketing in 
which the farmer derives his income 
from numerous sources and at various 
times. By arranging the farmer’s pay- 
ments so that they mature at more fre- 
quent intervals, and in amounts that 
can be met out of current income, we 
have made it easier for him to meet his 
obligations when due. 

The plan of deferred payments 
should not be confused with so-called 
“installment selling”—first, because the 
payments as a rule are not scheduled 
at identical intervals, and second, be- 
cause the amounts of the payments 
vary. Farm income varies widely in 
different sections of the country and 
varies from month to month in all sec- 
tions. Consequently our plan has as a 
principle the provision that deferred 
payments should mature at the times 
the farmer is best able to meet them. 
In some cases it is preferable to make 
these deferred payments mature in 
equal monthly amounts. But the vast 
majority of sales are made on the basis 
of a down-payment sufficient to give 
the purchaser a substantial interest in 
the unit purchased, with deferred pay- 
ments maturing at the times he expects 
to have cash from crop, livestock or 
other marketings. Each sale of equip- 
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ment becomes an individual transac- 
tion, with terms that fit the purchaser’s 
cash receipts. 

This new system has been favorably 
received by our customers, and not the 
least reason for it has been that it can 
save them money. When we remind the 
farmer that by following an orderly 
plan of payments adjusted to his in- 
come he can shorten the liquidation pe- 
riod and so, in the purchase of a trac- 
tor, for instance, save from $30 to $50 
in carrying costs, I assure you he shows 
a ready interest. After all, a good 
farmer is a good business man and he 
knows a sound transaction when he 
sees it. 

Formerly there were no_ figures 
available showing farm income from 
marketings by months. But a few 
years ago the Department of Agricul- 
ture started compiling and issuing such 
figures and these data, available now 
not only for the country at large but 
for regions and for states within those 
regions, have further emphasized for 
us the practicability of an income pur- 
chase plan, and have helped us design 
the plan for close co-ordination with 
the individual farmer’s income. While 
income of individual farmers varies 
greatly from month to month, due to 
different marketing periods, under this 
plan total receivables from any partic- 
ular territory or from the nation as a 
whole should mature in about the same 
monthly proportions as farm income 
is received. Let us see just how the 
national farm income from marketings 
does run from month to month (see 


Chart 5): 
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This demonstrates clearly that no 
longer is the bulk of farm income from 
marketings in the United States con- 
fined to a few months in the year, but 
that it is distributed rather uniformly 
over the entire twelve months. 

Now when we consider farm income 
and credit for equipment purchases 
from the standpoint of an individual 


1931-1935 
Y FLOW OF 
FARM CASH INCOME 
FROM MARKETINGS 
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territory, we find, as is shown here for 
a selected territory (see Chart 6), that 
under the old system maturities and 
collections were radically at variance 
with the flow of income. In contrast, 
the new income purchase plan can level 
these abrupt peaks and make maturi- 
ties and collections conform with in- 
come through the year. Inasmuch as 
the individual farm incomes in many 
instances will vary more from month 
to month than the territorial averages, 
the advantages to the purchaser of so 
adaptable a plan of payments becomes 
the more evident. 


COMPARISON OF MONTHLY 
FARM INCOME - MATURITIES - COLLECTIONS 
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As a further demonstration of how 
the old system fell short of co-ordinat- 
ing maturities and collections with in- 
come, this next analysis (see Chart 7) 
for the same territory reveals still more 
clearly how much at variance the re- 
spective factors have been in the past. 


COMPARISON OF FARM INCOME 
‘COLLECTIONS AND MATURITIES 


Under The 
Old Form of Credit 
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During the first eight months of the 
year, farm income from marketings 
had been 66.3 per cent, while collec- 
tions had been 58.9 per cent and ma- 
turities 30.1 per cent. On the other 
hand, during the two months of Sep- 
tember and December, farm income 
from marketings had been only 17.4 
per cent, while collections had been 
20.5 per cent, but maturities 63.2 per 
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The question doubtless has occurred 
to you: Just how is the plan worked 
out for an individual purchaser? Here 
is an enlargement of the form used in 
analyzing the individual purchaser’s 
income (see Chart 8). This analysis 
is made at the time of his purchase. 
By using this list of income sources, 
we can check with him on those sources 
applicable in his case, then, as you see, 
schedule under the respective months 
the payments, varied to best suit his 
anticipated income. 

I have referred to the economic re- 
lationship that exists and always has 
existed between agriculture and farm 
equipment manufacturers and distribu- 
tors. I said that the two are inter- 
dependent. When agriculture prospers 
our industry prospers, and when agri- 
culture slumps our volume of business 
declines right along with it, but to an 
even greater degree: 

If we are to gauge the farm equip- 
ment industry’s outlook for the next 
few years, therefore, it is logical to 
first fix in our minds a true picture of 
the economic status and present trends 
in agriculture; so that, if you will bear 
with me for a few minutes’ discussion 
of the factors making up the present 










































picture, I believe we wiil conclude that, 
far from being prostrate, agriculture 
is very much up and coming, and that 
not only are present conditions good, 
but the outlook for the future is even 
better. 

An impressive demonstration of the 
improvement that has taken place is 
supplied by this recording of cash in- 
come from farm marketings, including 
government payments (see Chart 9), 
showing the total for 1929 as $10,479,- 
000,000, for 1932 as $4,328,000,000, 
and for 1936 as $7,865,000,000. 


UNITED STATES CASH INCOME 
FROM FARM MARKETINGS 


(INCLUDING GOVERNMENT PAYMENTS) 


*10,479,000,000 


#7,865,000,000 
25% under 
$4,328,000,000 1929 
59% under 82% over 
19z9 1932 
1929 1932 1936 
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Accepting 1929 as the base or 100 
per cent, farm income in 1932 had 
dropped to 41 per cent. In 1936 it 
had recovered to 75 per cent. But al- 
though there is actually 25% less in- 
come now than in 1929, if considera- 
tion is given to lower prices for goods 
farmers buy, lower taxes and interest 
payments prevailing, the true purchas- 
ing power of farmers, according to the 
Bureau of Agricultural Economics, ex- 
ceeds that of the 1929 income and is 
higher than in any of the past thirteen 
years. 


PARITY PRICES FOR AGRICULTURE 
RATIO OF PRICES RECEIVED 


PRICES PAID 
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As to cash income in 1937, authori- 
ties are agreed that it should continue 
to rise. This is substantiated by in- 
come figures for the first two months 
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of this year. These have been recorded 
as the highest for January and Feb- 
ruary since 1930. 

As we know, it has been the gov- 
ernment’s goal to restore the price par- 
ity for agricultural products that ex- 
isted during the pre-war period of Au- 
gust, 1909, to July, 1914. This was 
accomplished on January 15th of this 
year when the ratio reached 102 per 
cent, although it fell back slightly to 
98 per cent on February 15th and still 
stands at that figure (see Chart 10). 
The ratio of 102 in January of this 
year was the highest since August, 
1925, and, with that exception, the 
highest since 1920. The extent of this 
recovery can be further appreciated by 
referring to the low of 48 per cent 
established in June, 1932. 

Farmer bankruptcies offer another in- 
formative study. Considered in rela- 
tion to the total number of farmers, 
farmer bankruptcies have never oc- 
curred in large numbers. They have 
been relatively numerous in periods of 
depression, following periods in which 
debt had increased substantially, and 
it is true that these increases have ex- 
ceeded the growth in number of farms. 
But it is also true that the farmer 
bankruptcy cases per year, considered 
as a proportion of the total number of 
farmers, have averaged less than 
1/10th of one percent. 

As we view the general farm pic- 
ture there is another factor, that of 
farm mortgages, which, as you are 
aware, has shown substantial improve- 
ment and so lends weight on the side 
of optimism. 

In sizing up this factor, suppose we 
look first at the farm mortgage debt 
from the standpoint of the proportion 
it represents of the country’s total esti- 
mated long-term private debt. A re- 
view of. farm mortgages made by the 
United States Department of Com- 
merce reveals that farm mortgages, 
which in 1912 accounted for approxi- 
mately 12 percent of the private long- 
term debt, rose in relative importance 
during the next decade, reaching 17.38 
percent in 1922. However, in 1930, 
1934 and 1935, the years for which 
figures are available, the farm mort- 
gage debt accounted for only about 10 
percent of the private long-term debt. 

It is a revelation to find that even 
in January 1928, when the farm mort- 
gage debt established its peak of $9,- 
500,000,000—which was about 13% 
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billions higher than in 1937—only 36 
percent of all farms were mortgaged, 

In that connection, we may bea: in 
mind that not only has the total 
farm mortgage indebtedness been re. 
duced during the last several years, but 
that the indebtedness is further lis-ht. 
ened as a present obligation bec:.use 
of the fact that a large portion of it 
has been refunded by the Farm Cr:dit 
Administration on long-term amortiza- 
tion and at reduced rates of interest. It 
is estimated that the interest saving 
on debts—farm mortgages refinanced, 
including unsecured debts—for the pe- 
riod from May 1, 1933 through De. 
cember 1, 1935 amounted to $38,000, 
000 annually. 

Of interest in this relation are state- 
ments from a study of “Long Term 
Debts in the United States” issued by 
the United States Department of Com- 
merce. I quote: “The Bureau of Agri- 
cultural Economics estimated that on 
January 1, 1924, the average term of 
form mortgage loans was 8% years. 
By 1933, the Federal and joint-stock 
land banks—which for the. most part 
make loans for over 30 years amorti- 
zation—held a much larger percentage 
of the farm mortgage debt than in 
1924...” At the end of 1935 “these 
two lending agencies (referring here to 
the Federal Land Banks and the Land 
Bank Commissioner) held farm mort- 
gages equal to approximately 40 per- 
cent of the entire farm mortgage debt 
. .. Farm foreclosures have continued 
in substantial although reduced volume, 
and the amount of new farm mort- 
gages issued was not large in 1935. 
The available evidence indicates that 
the net effect of the operations of the 
several factors which influence the vol- 
ume of farm mortgages was to further 
reduce the aggregate volume of farm 
mortgage debt.” 

So much for the mortgage and long- 
term debt situation. What of short- 
term credit for farmers? 

For an answer, here is a statement 
by W. I. Myers, Governor -of the 
Farm Credit Administration, issued 
March 14th of this year: “Farmers,” 
he said, “are beginning their spring 
planting with easier access to credit 
for production purposes than has been 
possible since the depression began and 
at a rate lower than at any time in the 
history of American agriculture.” 

Closely paralleling the reduction in 
farm mortgage (Continued on page 38) 
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What's brewing for brewers? 


by HARRIS PERLSTEIN, President, Premier-Pabst Corporation 


In business, as in other walks of 
life, there is no more difficult task 
and at the same time no more 
necessary task than that of looking 
ahead. One thing certain is that to 
hazard any guess as to what may hap- 
pen in the future we must first be sure 
we understand the past and the present. 
As we know, brewing is of great 
antiquity. One of the most interesting 
proofs was the four-thousand-year-old 
model of a combined brewery and 
bakery which came to light through 
archeological excavations by the 
Metropolitan Museum’s Egyptian Ex- 
pedition some years ago. ‘The model 
showed two women grinding corn into 
flour with a man making cakes of 
dough and another treading these into 
mash in a barrel. Fermentation was 
carried on in tall crocks and the fin- 
ished beer was poured into jugs stop- 
pered with balls of clay. 

It is a far cry from that crude Egyp- 
tian brewery of four thousand years 
ago and those clay stoppered jugs to the 
great breweries of today. During those 
four thousand years agriculturists have 
learned how to produce the finest brew- 
ing barley and the most aromatic 
hops; scientists have opened up new 
fields of knowledge about conversion 
and fermentation. Engineers have 
brought about mechanical develop- 
ments which make modern brewing a 
precise art. 

Until the noble experimenters suc- 
ceeded in writing prohibition into our 
Constitution, brewing in the United 
States was a vital, living industry, ad- 
vancing with the times and contribut- 
ing its share to progress. When the 
plants were suddenly shut down many 
thought the industry had come to an 
end, but events proved it had merely 
been put to sleep. 

But it was a sleep like Rip Van 
Winkle’s, for the world went by while 
brewing slumbered—for fourteen years. 
W'th dramatic suddenness then the in- 
du-try once more sprung to life in 
19°3. Few have stopped to ponder 
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what an unparalleled situation that 
was. To meet the demands of a nation 
virtually overnight was a job that must 
bring hurry and must bring confusion. 
No wonder it has taken time for brew- 
ers to adjust themselves! 

But the time has come to look about, 
to note the changes and to try to ap- 
praise the trends in our business. 

It was not to be expected that brew- 
ing would come back just as it had 
been. Almost nothing is just as it was 
fifteen or twenty years ago. If there 
had been no interruption due to pro- 
hibition the brewing industry would 
surely have experienced some changes 
during 1919 to 1937. The impact of 
changing material and social conditions 
would have been bound to make its 
impression. 

Yet when brewing was resumed in 
1933, practically none of these changes 
were at once in evidence. In most 
cases the job was to assemble personnel 
and materials and to put plants in 
operation with all possible speed to 
meet the deadline. In only a few in- 
stances had organization been suf- 
ficiently maintained to permit advance 
planning. As a result, all of the ad- 
vance, and all of the evolution that 
would ordinarily have been spread 
over eighteen years have had to be 


- crowded into a short, busy four years, 


and those four years at a time when 
the pace of change in every direction 
was tremendously accelerated. 

The average industry, established 
and going in 1933, has had during 
these past four years to meet contin- 
uously new situations on the govern- 
mental, social and economic fronts and 
the brewing industry has had to take 
all that in its stride along with the 
job of getting re-established and catch- 
ing up with all that went on during 
those fourteen years when it was forced 
to emulate Rip Van Winkle. 

Where do we stand now? What is 
the average American brewery like in 
comparison with the average American 
brewery before the war? A few statis- 


tics will throw a little light on the 
situation. 

In 1913 we had 1,346 breweries; in 
1936 there were 691, or approximately 
half the former number. In 1913 there 
was one brewery to approximately 
1,600 square miles of wet territory; in 
1936 there was one brewery to approxi- 
mately 4,000 square miles of wet ter- 
ritory. In 1913 the average brewery 
sold 48,000 barrels of beer; in 1936 
the average brewery sold 76,000 bar- 
rels. 

Our breweries are fewer, they are big- 
ger, they serve a wider territory. That 
is the natural result of several develop- 
ments including the building of hard 
roads and the perfection of motor 
trucks. Before prohibition storage 
branches were common within a few 
miles of-the brewery. Such branches 
were a long haul away in point of time 
by means of the picturesque brewery 
wagon. ‘Today such locations would 
be but a few minutes’ haul for a high 
speed truck, and we do not have 
branches close to breweries except 
sometimes in very large cities. 

Many times we find thinking in the 
brewing industry still dominated by 
the intensely localized conditions of 
twenty years and more ago, yet figures 
show that breweries now spread out 
much more than twice as far as they 
used to. Breweries which do not go 
beyond their own community are but a 
small percentage. 

It is hard to draw a truly typical 
sales picture for comparison with the 
old days, for there is so much diverg- 
ence in the laws of the various states 
and communities that what is true in 
one place is untrue in another. One of 
the unfortunate effects of the hurried 
manner in which our industry was re- 
vived is the lack of uniformity in legis- 
lation. Just keeping aware of the 
multitudinous rules and regulations is 
a he-man’s job. 

Certain changes are nevertheless 
rather general. The growler is gone. 
High taxes and high (Cont. on page 29) 
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What common points are involved 

in Credit Management and Sales 

Mw Management? 

For ten years, I was Credit Mana- 
ger of our organization and now, for 
over three years, have acted in the 
capacity of Assistant Sales .Manager 
covering an area of approximately 
eighteen states. Perhaps I may there- 
fore speak with some degree of author- 
ity on this—to me—most interesting 
subject :— 

Certain fundamentals have become 
more and more evident the past three 
years, applying to either credit or sales 
management equally. 

First of these, I would say, is the 
necessity for uniform, accurate and 
completely dependable records. 

Without properly maintained refer- 
ence files on every regular account, in- 


cluding. reports from ‘the .mercantile . 


agencies and national clearances of ac- 
tual ledger experience, the Credit Man- 
ager would be unable in many instances 
to consistently okay or reject an order. 
Without complete file records of active 
dealers in major lines, supported by map 
identification to indicate territory 


coverage, the Sales Manager could not 
know where unusual effort might be di- 
rected to intensify distribution and thus 
automatically increase sales volume. 

Second, I have often noticed the simi- 
larity between good Credit Letters and 
good. Sales; Letters. 

To secure settlement of a delinquent 
account, the modern Credit Manager 
must SELL THE CUSTOMER ON THE 
IDEA of mailing the remittance neces- 
sary to bring the account up to date. 

To secure an order, the Sales Mana- 
ger must. SELL THE CUSTOMER ON THE 
IpEA that the merchandise is better than 
competitive lines and will be profitable 
for him to handle. 

Any way you figure it, both positions 
are definitely SELLING JOBS and it 
makes no difference whether the con- 
tact is personal or by mail! The 


_ thing works out just the same. 


The day of the “hard-boiled” Credit 
Manager, who bulldozed his customers 
into paying their accounts is as surely 
gone forever as the day of the “Drum- 
mer’ who breezed into town, told his 
customer a few more or less funny and 


off-color stories, gave him a few drinks 


and wrote him up for a nice big order 
covering several months requirements, 

These days—and the trend has gone 
the same way more and more for several 
years—the kindly, courteous, friendly 
Credit Manager who has learned the 
knack of selling the policies of his com. 
pany to the trade—who can be “cour. 
teous, yet firm’—who never under any 
circumstances resorts to tirade or sar- 
casm—who has mastered the art of 
maintaining a constant pressure on the 
delinquent customer in so altogether 
friendly and courteous a manner as to 
avoid setting up a barrier of animosity 
—has a lot on the ball. 

The customer, unfair as it may seem 
to the “tough cookies’’ who still man- 
age to retain credit positions, almost 
always pays the company whose Credit 
Manager has retained his friendship 
and confidence, while selling him “be- 
tween the lines” on the necessity of 
making early settlement. 

And here’s another! Any well- 
trained Credit Manager has learned 
the all-important necessity of regularity 
in follow-up correspondence. Ask any 
Sales Manager how much better the 
second—or follow-up—sales letter usu- 
ally “pulls” than the first letter of a 
series. Sometimes it takes a third, or 
even:a-fourth letter:to really~start- the 
ball rolling 

For many years, our Credit Depart- 
ment has proved, time after time, that 
one added general collection follow-up 
in any given month will reduce the per- 
centage of “delinquent accounts” as 
compared to total “Accounts Receiv- 
able”. 

Why? Your guess is as good as 
mine... I only know it always works 
for us. And it isn’t so much what you 
say, as long as the “‘friendly, courteous 
pressure” is in the form letters, as the 
fact that you are saying it more often. 
I’m inclined to think the law of aver- 
ages has a lot to do with it. 

Then, let’s consider the importance 
of a thorough knowledge of fundamen- 
tal principles of credit on the part of 
the Sales Manager: How many times 
does the salesman spend hours demon- 
strating the product, using every re- 
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by L. F. ROSENBERGER, formerly Credit Manager, now assistant 
Sales Manager, Coleman Lamp and Stove Company, Wichita, Kan. 


source at his command to build up a 
fine, big order, only to find a few days 
later that the effort has all been wasted 
because the Credit Manager knew— 
and the salesman did not know—that 
the fine order had been written for a 
customer whose credit was absolutely 
=. G.” 

This condition may be avoided very 
largely by close cooperation between the 
Sales and Credit Managers. Every 
salesman in our organization carries a 
“territory analysis” with an individual 
page for every established dealer, with 
a definite indication of credit standing. 
They know in advance when the order 


















LCKS- Wwrem 
Wha ve “COO loam 
4e 


eee 


must be shipped C. O. D. 

This involves considerable detail, 
particularly since these pages are kept 
constantly revised from month to 
month. We find, however, this de- 
tail is far less expensive than the time 
and expense the salesman would other- 
wise waste writing business which could 
never be shipped for credit reasons. 

There’s a vast difference in the quali- 
fications of the successful Credit Mana- 
ger of today—and twenty years ago. 
Business now demands salesmanship of 
its successful Credit Managers. . . It’s 
so unbelievably simple to inject a few 
stock sales paragraphs into most credit 
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or collection letters—if the Credit 
Manager will but take the time to do 
it—The Sales Manager will gladly 
supply the necessary phraseology upon 
request... . 

Fact is, the old “yawning abyss” and 
time-worn animosity between Sales and 
Credit Managers is narrowing down 
until it has, in many companies, almost 
entirely disappeared. After all, while 
one is charged with the responsibility of 
selling and the other of collecting after 
the sale is made, they’re really “Broth- 
ers under the Skin”. 

If really successful, they’re both Sales 
Managers for the company. 
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Both the credit manager and the sales manager have to write letters that sell. 
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Corporate reorganization] 


by WILLIAM O. DOUGLAS, Commissioner, Securities-Exchange Commission 


It is a pleasure for me to discuss 

with you some of the pressing prob- 
lu lems of business and law, since I 

am confident that we have mutual 
objectives. We are deeply concerned, 
as are you, with the integrity of our 
capital markets and with the honesty 
of our financial processes. You are vi- 
tally interested, as are we, in the con- 
tinuing health and vigor of the business 
and financial enterprises of this coun- 
try. All realize that the protection of 
investors (and by the same token the 
course of national safety) lies in the di- 
rection of conservation of national 
wealth; prevention of capital exploita- 
tion ; elimination of tribute at the hands 
of predatory finance and irresponsible 
management. These are our common 
objectives. Towards these ends re- 
sponsible and enlightened business and 
responsible and progressive government 
should move with dispatch, not de- 
tracted by powerful special interests 
which beset the way. 

This mutuality of purpose should 
produce a common program. ‘There 
are many phases of that total program 
which it would be well for us to ex- 
plore. But time permits at this juncture 
consideration of only one, and that is 
the problems of reorganization focussed 
for you in.the Chandler Bill. In that 
total program such reorganization leg- 
islation occupies a significant place. 
From the viewpoint of investors, re- 
organization is a critical process. By 
that process values are either salvaged 
for investors or appropriated, in whole 
or in part, by reorganizers. As a result 
of that process, the business is subjected 
to a healthy reconditioning influence 
and launched on a sound and conserva- 
tive basis, or the new business emerges 
carrying within it the causes of the 
breakdown of the old. 

For these reasons, it is important for 
us to consider the pending proposal, 
in the form of Chapter X of the Chand- 
ler Bill, to amend section 77B of the 
Bankruptcy Act. Section 77B, as well 
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as the pending amendment, was drafted 
primarily for the corporation which is 
publicly owned—that is to say, which 
has securities outstanding in the hands 
of the public. The Chandler Bill 
makes it clear and unambiguous that 
businesses which need to be liquidated 
or which can obtain adequate relief by 
composition proceedings under other 
provisions of the Bankruptcy Act, can- 
not seek reorganization under Chap. 10. 

These provisions are generally ade- 
quate to take care of the small or indi- 
vidually-owned business in financial 
distress and should go far towards 
eliminating the so-called “hot dog 
stands” from the shelter of this com- 
plicated reorganization statute. But 
increasingly within the past generation, 
the public owned corporation has pre- 
empted the fields of manufacturing and 
wholesaling; and it has made substan- 
tial inroads in other fields including the 
retail field. The protection and pres- 
ervation of the public stake in these 
enterprises are of chief concern to the 
health and well being of our national 
economy. 

The proposed amendment of section 
77B should have an effective influence 
within its limited scope, in encourag- 
ing and promoting efficient and faith- 
ful management of corporations. Pri- 
marily, it is directed toward obtaining 
fair and thorough reorganizations of 
distressed corporations — reorganiza- 
tions which will salvage for creditors 
and investors, in fair proporation, 
whatever there is of value in the enter- 
prise; reorganizations which will not 
be oppressive to those who have de- 
voted themselves to its success; and 
reorganizations from which the corpo- 
ration will emerge with new health 
and vigor under management which 
has fully accounted and has been found 
not wanting—or under new manage- 
ment. 

Secondarily, this amendment, by pro- 
viding for a thorough-going process of 
reorganization, under judicial super- 
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vision, in which an accounting must 
be made for stewardship and in which 
an opportunity is afforded to all inter- 
ested in the enterprise—investors, la- 
bor, creditors and others—to be heard, 
will exert a generally beneficent in- 
fluence upon corporate management, 
This amendment, if it becomes law, 
will constitute notice to corporate man- 
agers that when reorganization comes, 
they will stand or fall upon the basis 
of their record. Honest and compe- 
tent management will have nothing to 
fear; but those who have played reck- 
lessly with other people’s money will. 

The Chandler Bill. requires that in 
every reorganization proceeding, where 
the indebtedness is $250,000 or more, 
a disinterested trustee shall inquire into 
and report to the court upon the past 
conduct of the business, including the 
activities and achievements of the man- 
agement. No longer will management 
be able confidently to rely upon the un- 
likelihood of inquiry and the likelihood 
of perpetuation in control through 
many defaults and reorganizations. On 
the contrary, throughout the life of the 
corporation, they will have to conduct 
themselves prudently and faithfully, so 
that if default comes and they seek re- 
organization, their record will bear 
detailed scrutiny. 

Under section 77B as it now stands, 
there is no duty, and no real opportu- 
nity, to make an examination and ap- 
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praisal of the management of the : 
debtor. The debtor may remain in . 
possession of the property; or one of 4 
its officials may be appointed trustee ‘ 
for the debtor. As a matter of fact in 4 
over a majority of cases the debtor re- b 
mains in possession, a strange and novel ; 
privilege for debtors in a bankruptcy : 
proceeding or even in a receivership 2 
proceeding. The debtor may propose a ‘ 
plan without conference or negotiation . 
with any of the persons whose money f 
is involved. No other person is 9B . 
privileged. Investors must get 25% of ; 
a class and not less than 10% of all , 


— 





niand the Chandler Bill 


Note: Turn to “CAPITAL LETTERS”, page 30, for Congressional action on the Chandler Bill. 
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classes of security holders in order 
merely to propose a plan. If the debtor 
can get the consent of 6624% of each 
class of creditors and of a majority of 
each class of stock, and approval of the 
court, its plan becomes effective and 
binding upon all interested parties. By 
use of this machinery, perpetuation in 
control of the company’s assets, abso- 
lute power over the funds of investors 
and the fate of creditors, is relatively 
easy for the debtor, with the aid of its 
investment banking and other allies, to 
gain. 

With the debtor so securely in the 
saddle, there is no possibility of genuine 
appraisal of the management’s virtues 
or shortcomings; of its honesty or cul- 
pability ; and of the desirability of con- 
tinuing it in control. Anything that a 
creditor can do in a 21A examination, 
involving large, publicly owned corpo- 
rations, is apt to be superficial and in- 
effective. By use of the present ma- 
chinery, reorganization can be effected, 
with sacrifices perhaps only on the part 
of investors. The debtor continues in 
power perhaps without sacrifice or 
change in personnel or policy, and with 
practical immunity whatever be its acts 
of omission or commission. 

Now what is the debtor? The legal 
answer is simply a person known to the 
law as a personality separate and dis- 
tinct from those whose money is in- 
vested in it and those who manage it. 
But however necessary and useful this 
legal answer may be it cannot blind us 
to the fact that for purposes of reor- 
ganization the debtor is the manage- 
ment. To give the debtor a status is 
to give it to management ‘To allow a 
debtor to propose a plan is to allow the 
management to do so. To place bar- 
riers in the way of proposals of plans 
by investors and to place none in the 
way of the debtor is to give manage- 
ment a special privilege and preroga- 
tive over investors. Why should man- 
agement qua management receive this 
Preference? The company having 
failed, it would seem more natural and 
equitable, if special privileges are to be 
awarded, to award them to the real 
owners of the enterprise. 


—_—_ 


To be sure, there are occasions upon 
which this procedure of leaving the 
debtor in possession may work and has 
worked without hardship or injustice. 
The corporation may have been over- 
whelmed by misfortunes beyond the 
control of its management. We all 
know that there are honest and non- 
culpable failures, where the manage- 
ment has been efficient, prudent and 
faithful. The plan of reorganization 
which it proposes may be fair and wise. 
But there are no fixed criteria by which 


these matters can be determined. Such 


issues can be resolved only after, and 
not before, study and investigation. 
They cannot safely be assumed.—Or 
again, the debtor may find itself in that 
rare sort of reorganization where the 
creditors and stockholders may be or- 
ganized in effective, bona fide groups. 
In these comparatively rare cases, 
changes in the management’s plan may 
be secured or imposed by the court or 
at the instance of groups of creditors or 
investors ;—or what is still more un- 
usual, the record of the management 
may be carefully examined; it may be 
made to.account for its past activities; 
and its qualification to continue in con- 
trol may be closely appraised. 

But generally, this is not what hap- 
pens. Management usually remains in 
dominance of the situation during and 
after reorganization, as before: It 
meets only casual scrutiny, at most; its 
plan is adopted; it does not account. 
Good, bad or indifferent management 
continues in the saddle. It is beyond 
question that in many cases which are 
matters of public record, this state of 
affairs has resulted in hardship and 
loss. And I believe it equally beyond 
question that the present method pro- 
motes and induces superficial, surface 
reorganizations which leave uncured 
dangerous diseases in the corporate 
body; and that this superficiality of 
method thwarts the objective of reor- 
ganization—the production of a fair 
and equitable plan and the launching 
of a vital business enterprise under 
able, faithful management. 

Let me emphasize that genuine op- 
portunity for appraisal of management, 


_ business details. 


and for displacing it if it is unaccep- 
table, usually comes, if at all, only 
upon reorganization. Management is 
by and large self-perpetuating due 
to its undoubted monopoly over the 
proxy machine. Furthermore, in the 
ordinary history of a corporation, in- 
vestors are likely to get only formal 
information, if they get anything. 
They frequently lack information upon 
the basis of which they can form an 
intelligent judgment of the policies, 
good faith and skill of the management. 
They are the abject subjects of an 
authoritarian government which has 
virtually complete control of the in- 
formation they get, and against which 
they can accomplish little. Generally 
speaking, it is only when this authori- 
tarian government admits defeat, and 
appeals to government (i.e. the courts) 
for reorganization, that an opportunity 
is afforded for examination of its poli- 
cies and practices, and for an intelli- 
gent, informed and effective decision 
to continue it in office or replace it. 

It is not a simple matter, under the 
existing system, to make sure that in 
reorganization there will be this ex- 
amination and appraisal. ‘The manage- 
ment and its investment bankers ex- 
ercise control over the sources of infor- 
mation; and they are in a strategic 
position, directly or indirectly, so to 
dominate the court proceedings, the ac- 
tivities of protective committees and 
the reorganization plan, as to make 
thorough-going examination and ap 
appraisal difficult, if not impossible. It 
is for this reason that examinations 
under section 21A of the Bankruptcy 
Act, though sometimes salutary, have 
so frequently proved inadequate. The 
quality and integrity of management 
cannot be discovered by asking the cor- 
porate officers about it. Generally, it 
cannot even be discovered by an audit 
of the company’s books. To make an 
intelligent judgment concerning it, one 
must have complete and unhampered 
access to all its records; and one must 
become thoroughly familiar with its 
So long as the man- 
agement is in control, it is futile to 
expect that a genuine accounting for 
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its past activities can be had, or that 
its record can be thoroughly appraised. 

The Chandler Bill remedies this de- 
ficiency. It makes it certain that in 
every reorganization under its provi- 
sions there will be a thorough inquiry 
into the quality of the corporation’s 
management. It makes it certain that 
investors will have access to all facts 
relating to the corporate management 
and to the administration of the funds 
which they entrusted to it. It accom- 
plishes this by requiring the appoint- 
ment of an independent, disinterested 
trustee in cases involving more than 
$250,000 of debts. This trustee, an 
officer of the court, becomes upon ap- 
pointment the nominal and legal head 
of the corporation. He has free access 
to its books and correspondence; as 
nominal head of the corporation he can 
become thoroughly conversant with the 
details of its business; he can become 
acquainted with its employees. He can, 
with permission of the court, institute 
suit. He can, both theoretically and 
practically, check on the policies, con- 
tracts and practices of the company and 
require changes where changes appear 
necessary. He is, in short, in a posi- 
tion to become thoroughly familiar 
with the business—not by a hit or miss 
process, but through daily association 
in a position of responsibility, and 
through the study and analysis which 
he is required by the bill to make. And 
on the basis of such familiarity he 
must report to the court and the in- 
vestors, facts and judgments upon the 
basis of which they can intelligently 
decide the future of the company. All 
these are old powers which have always 
been vested in the trustee by the Bank- 
ruptcy Act. Nothing here is novel. 
In fact to any bankruptcy student it is 
extremely novel not to have a trustee 
appointed but to leave the debtor in 
possession. 

There are tasks to be done in re- 
organization which it is absurd to ask 
the management to undertake. It is 
absurd to expect the management to 
require itself to account for past acts; 
to investigate itself; and to appraise 
its own fitness to continue. A manage- 
ment—no matter how reckless—cannot 
be expected to oust itself from power. 
And it is absurd to expect that if the 
debtor or one of its officers is made 
the appointee of the court to do these 
things, that they will be well and 
thoroughly done. 


The Chandler “Bill does more than 
require an investigation of the ante- 
cedents of the failure. It goes further 
than merely requiring that the plan of 
reorganization contain provision for 
fair selection of management of the 
new company. The Chandler Bill, by 
reason of the requirement for the ap- 
pointment of an independent trustee 
will make these mandates possible of 
attainment. In other words, it not 
merely provides that reorganizations 
shall be thorough-going and fair; it sets 





Hot weather 


y, letter rules 


1. Give your reader all the facts he 
needs so he won't have to search 
for them or go to the trouble of 
asking you for them. 

9. Clear all personal antagonism or 
resentment from your thoughts. You 
can’t think or write clearly unless 


rm are calm. 
3. Make allowances for the . other 


Fellow—maybe it’s hotter where he 
is than where you are. 

4. Choose your words carefully. Avoid 
coupling “‘you’’ and “your” with 
unpleasant words and thoughts. If 
it is necessary to refer to an un- 
pleasant situation, use the impersonal 
form; ‘The letter did not reach me’’ 
instead of “You failed to send me 
the letter.” 

5. If you are to blame, accept the 
blame gracefully. If you are not, 
don't make a point of placing the 
blame on your reader. 

6. Be as cheerful as possible. If there 
is a pleasant aspect to the situation, 
mention it. An encouraged reader 
is likely to be a cooperative one. 


Grand Rapids A. C. M. Bulletin 








up machinery and conditions to enable 
achievement of these objectives. 

The objection has been made that 
the provision for an independent trustee 
will deprive the estate of the benefit 
of an experienced management familiar 
with its problems. 

This criticism indicates a misconcep- 
tion both of the purpose and of the effect 
of the independent trustee requirement. 
The Chandler Bill does not prevent the 
retention of worthy members of the 
old management to assist in the con- 
duct of the business while the reorgani- 





zation proceedings are going on. |, 
expressly provides that the trustee may 
employ officers of the debtor at a rat 
of compensation to be approved by the§ 
court. All that it says is that the old 
management shall not be vested with 
fiduciary powers and duties which jt 
is not shown to be qualified to fulfil, 
If the members of the old management 
do not’ find sufficiently attractive the 
opportunity to serve their real princi. 
pals—the creditors and stockholders— 
at a fair salary fixed by the court, un. 
less the additional opportunities are af. 
forded of covering up possible causes 
of action against themselves, of con- 
trolling the reorganization process, of 
insuring their retention by the reorgan- 
ized company (and these are the only 
opportunities of which the members of 
the old management are deprived by 
the requirement of an_ independent 
trustee) they certainly have no claim 
to act in a fiduciary capacity. 

The foregoing supply .one reason 
why the provision for mandatory ap- 
pointment of an independent trustee is 
the keystone of this program for in- 
provement of reorganization procedure 
in the interests of investors. But there 
is another reason, equally, if not more 
important, which makes the independ- 
ent trustee provision the most import- 
ant aspect of the Chandler Bill. By 
terms of the bill the independent trustee 
will serve as the focal point for formu- 
lation and negotiation of a plan of re- 
organization. ‘This important function 
under the present system has been left 
to the inside few. That normally has 
meant leaving it to the management 
and the investment bankers. It should 
no longer be left in these hands, since 
those persons too often have interests 
conflicting with those of the investors. 
The content of the plan is the all im- 
portant item in the whole proceeding. 
Its preparation and negotiation should 
be carefully scrutinized and super- 
vised. Placing this function in the 
hands of the independent trustee also 
means that greater opportunity for in- 
vestor participation in the preparation 
of the plan can be afforded. 

The responsibility of the independent 
trustee under the Chandler Bill will 
be great; and unquestionably his power 
will be substantial. With such power 
and responsibility, it would be an 
enormity if the trustee were not re- 
quired to qualify as impartial. Any 
less requirement would be a violation 
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of that rule of elementary decency 
which requires that a fiduciary be free 
of any interests competitive with those 
of any persons towards whom he bears 
responsibility. A disinterested person, 
fully qualified to act as an officer of the 
court, can alone be entrusted with such 
responsibility. Any other conclusion 
involves approval of the proposition 
that the debtor can act as trustee. for 
the creditor; and that a man interested 
in one side of a transaction should be 
armed with the power of the court in 
his dealings with persons on other sides 
of the bargain. 

I have discussed these provisions of 
the Chandler Bill at such length be- 
cause I sincerely believe in their great 
importance. I do not wish to leave 
with you the impression that this is 
the sole modification of importance 
which the bill proposes. In many 
other respects, the bill embodies pro- 
visions which I believe will be a great 
boon to business and investors alike. 
It is impossible for me to discuss all 
of them. I think it is important, how- 
ever, to comment briefly upon a few. 

In a variety of ways, the bill seeks 
to make it possible for courts and in- 
vestors to exercise more intelligent and 
better informed judgment concerning 
the merits of reorganization plans. 
Under the present system, the situation 
is so completely controlled by the in- 
siders that the hands of persons whose 
money is at stake—and often even the 
hands of the court—are tied. No mat- 
ter what an investor may suspect, or 
what facts he may know, he often has 
little opportunity to act upon them. 
Likewise the amount of information 
the court may have, and its own 
opinion of the inadequacies of the plan 
of reorganization may be of little prac- 
tical use. Reorganization plans are 
frequently presented to the court after 
a long period of negotiation, and after 
time, effort and money have been spent 
in obtaining the necessary consents 
from creditors and_ stockholders. 
Courts are then extremely reluctant 
to withhold approval of a plan—or to 
require its modification. If the court 
disapproves the plan or requires sub- 
stantial amendment, the time, effort 
and money of the reorganizers may 
have been spent to no avail. A new 
plan may have to be negotiated ; credi- 
tors and stockholders may have to 
be resolicited. Waste and additional 
expense result. 


Two-bathroom man 
is good credit risk! 


“The people who come to me for 
loans think [in crazy by my very first 
question, a financier laughed while 
being interviewed recently on his 
methods for making loans. 

“What is your first question ?”’ 

“| ask, ‘Has your house more than 
one bathroom?’ ” 

“More than one bathroom! What 
possible connection has that with the 
owner's ability to meet his interest and 
principal charges?” 

‘More than you'd think,’’ was the 
quiet answer. The financier was a 
person of considerable importance and 
whatever his methods in making loans, 
they had proved their soundness by 
bringing him a large and steady income 
even through the depression years. 

‘It's this way, he went on. “The 
man who buys or builds a house for 
his family, and provides in the house 
only one bathroom, may be a good risk. 
His home usually contains the minimum 
comforts and conveniences. He is 
getting by with maybe a small margin, 
maybe no margin. He is providing a 
home for his family at the least possible 


expense. He may be able to meet his 
loan payments with no trouble. 

“But he very often is not able to 
meet them, because he is skating along 
on thin ice and any emergency— 
hospital bill, an accident, a lay-off, 
upsets his budget and takes up more 
slack than there is in his bank account. 

“But the man who builds or buys a 
home with more than one bathroom, is, 
almost nine times out of 10, a man whose 
money situation-is easier. He can and 
does give his family more pleasures and 
comforts, because he can afford to. 
He is likely to be a man who values 
the niceties of life, the greater comforts 
and conveniences for his family. He 
is a citizen who provides more than 
the absolute necessities. He often has 
two cars. He sends his children to 
college, he takes his wife to the theater 
and on trips, he buys books. In a 
word, he is one of our solid citizens, 
able to assume and to discharge his 
obligations.” 

“Scoff if you like,” the financier 
laughed, “but when | talk to a man 
about making him a loan, my first ques- 
tion is, ‘Has your home more than one 
bathroom?” ’ 

—‘‘Plumbing and Heating” 





The Chandler Bill seeks to change 
this. It seeks to vitalize the consent 
of creditors and stockholders and the 
approval of the court. It seeks to make 
them more significant. It seeks to 
make it possible for these acts which 
put the seal of approval on a plan of 
reorganization, to be the expression of 
informed judgment freely exercised. 

In the first place, it prohibits the 
solicitation of consents to a plan until 
after the court has approved it as fair 
and equitable and feasible. The court 
will not be asked to put its imprimatur 
on a plan which comes to it only after 
it has already been approved by credi- 
tors and stockholders. It will have a 
real opportunity to consider a plan 
which has been reported out by its 
trustee and to compare that with plans 
submitted directly to the court by 
stockholders or creditors. It will then 
approve for submission to creditors and 
stockholders such plan or plans as it 
finds to be fair and sound. Free from 
any artifical presumption of fairness; 
free from the overpowering disinclina- 
tion to reject a plan at a late stage in 
the proceedings; and aided by full in- 


formation, a court can make and put 
into effect, careful and frank judg- 
ments on the merits of plans. In this 
respect the Chandler Bill is designed 
to free the judiciary from shackles 
which our reorganization procedure has 
placed upon it. It will liberate the 
courts to use their power and judgment 
in favor of investors. It will put an 
end to streamlined proceedings which 
sacrifice thoroughness and honesty for 
speed. 

Further to enable the courts more 
effectively to perform their functions, 
the bill enlarges the right of parties 
in interest to be heard. The debtor, 
the trustee under an indenture for any 
securities of the debtor, any stockholder 
or creditor is given the right to be 
heard on all matters. They may ap- 
pear before the trustee, or the court; 
they may give information; they may 
comment upon a reorganization plan. 

There is another important feature 
of the bill which I wish to mention 
briefly. ‘This is the provision vesting 
the Securities and Exchange Commis- 
sion with advisory power in reorganiza- 
tions. Its functions are those, so to 
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speak, of an expert, administrative 
agency, which acts in an advisory ca- 
pacity to the court and thus indirectly 
to interested parties in the reorganiza- 
tion. It can intervene in and become 
a party to any bankruptcy reorganiza- 
tion proceeding. In any case, the court 
may refer proposed plans of reorgani- 
zation to the Commission: for report; 
and in cases of national importance 
(cases in which the scheduled debt ex- 
ceeds $3,000,000) the court is required 
te submit such plan or plans as it re- 
gards worthy of consideration, to the 
Commission for investigation and re- 
port, before the court approves or dis- 
approves the plan. The report of the 
Commission on any plan is advisory 
only ; it does not bind either the court, 
the trustees or any interested party. 
There is thus avoided the possible at- 
tendant delay and confusion if the 
power of the courts was shared with 
an administrative agency. By reason 
of these advisory reports and interven- 
tion of the Commission the court will 
have the benefit of expert and disinter- 
ested advice to aid it in the solution 
of the complicated financial and legal 
problem involved in the typical large 
reorganization. ‘This should fill a long 
felt need and be welcomed by both 
courts and investors. It should pro- 
vide a further check on the exercise 
of reorganization powers and give ad- 
ditional assurance that the interests of 
investors will be served. 

There are other important aspects of 
the Bill on which, if there were time, 
I would dwell at greater length. One 
such is the provision which, in my 
opinion, will bring an end to the per- 
nicious practice of “shopping around” 
for friendly jurisdictions in which to 
initiate and consummate the reorgani- 
zation proceedings. 

Another significant provision in the 
Chandler Bill is the one which gives 
the court power to deny compensation 
to persons in reorganization proceed- 
ings who use the advantages of their 
favorable inside position to buy and 
sell securities and certificates of deposit, 
of the debtor corporation. 

The essence of the amendments to 
section 77B incorporated in the Chand- 
ler Bill constitute, first and last, a rec- 
ognition that reorganization is not sole- 
ly a legal but a business and adminis- 
trative problem calling for greater 
power and more express and specific 
mandates to the courts. Obviously re- 


Productivity vs. unemployment 


Unemployment is relatively greatest 
in the industries with low productive 
efficiency, according to the results of 
a study recently made by Allen W. 
Rucker and N. W. Pickering. The 
study, which includes such industries 
as Newspaper Printing, Chemicals, 
Meat Packing, Leather, Men’s Shirts, 
Cotton Textiles, Automobiles, Machin- 
ery and Machine Tools, is published in 
booklet form by Farrel-Birmingham 
Company, Inc., Ansonia, Connecticut. 

Three periods of the business cycle 
are included; the 1923-1929 period of 
prosperity, the 1930-1933 period of de- 
pression and the 1933-1936 period of 
recovery. To quote the authors: 

“The contention that re-employment 
of the unemployed is to be achieved by 
reducing productivity per capita has 
no basis in fact. ‘The presence of un- 
employment in industry side by side 
with increased productive efficiency has 
induced a sort of primitive reasoning 
that the two are cause and effect. 

“The facts are that the industries 
with the highest efficiency and employ- 
ing the fewest persons per $100,000 of 
conversion values show generally the 
best records for increasing and main- 
taining total employment. They do 
so for the obvious reason that they suc- 
cessfully market more units of output 
and, hence, need more men and more 
man-hours to produce them. 


“According to the new measure of 
efficiency developed, the Newspaper 
Industry produces $100,000 of con. 
version values with the employment 
of only 9.1 men per annum; the Chemi- 
cal industry employs 14.8 men per 
$100,000 of conversion value; Auto. 
motive 21.1 men and Electrical Ma- 
chinery 23.4 men. Yet these industries 
lead in employment recovery whereas 
industries such as Leather with 32.8 
men per $100,000 of conversion values 
produced and Cotton Textiles with 
64.1 men lag far behind. 

“The argument against increased 
production per capita comes simply to 
this: that the greatest unemployment 
is common to the industries with the 
greatest efficiency and productivity, and 
the worker’s job security is best pro- 
tected in the industries of relatively 
less productive efficiency. Hence, the 


pressure to bring under Federal control ' 


the industries regarded as most efh- 
cient... ..The plausibility of the theory 
has resulted in labor leaders, politicians 
and pseudo-economists neglecting the 
simple step of checking the end-results 
in confirmation of their theory.” 
The authors conclusively point out 
that industrial history provides no fac- 
tual basis for the prevailing theory but 
instead clearly shows that employment 
is most secure in the industries noted 
for improved equipment and methods. 





organization is not strictly a legal prob- 
lem. It is a business and administra- 
tive matter of great complexity. And 
even though the courts have wanted to 
exercise a broader conditioning influ- 
ence over the whole process, they fre- 
quently have not been in a position to 
do so, since they did not have nor were 
they in a position to get the facts. The 
Chandler Bill recognizes this weakness 
in the system. It makes it necessary 
for the courts to deal with the business 
and administrative problems of reor- 
ganization. It makes it possible for 
the courts to do so by giving them ad- 
ministrative and expert assistance. 

In the ways I have mentioned, and 
in others which there is not space now 
to mention, the Chandler Bill provi- 


sions on corporate reorganizations will, 
in my Opinion, promote abler, more 
intelligent administration of estates in 
reorganization and at the same time 
make for greater democratization in 
these proceedings. 

They give for the first time in re- 
organization history, full and definite 
recognition of, and a significant status 
to, the widespread and national in- 
vestor interest in such proceedings. 
And they supply assurance that the 
new venture—the ultimate end of 
the entire process—will be sound- 
ly, economically, and expeditiously 
launched. These are the objectives of 
the Bill; I feel certain that they also 
meet the requirements of your purpose 
and program. 
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Manufacturers and wholesalers sales improved 


but their collections slowed up in July, 1937 


Wholesalers 


Value of wholesale trade increased 
< in July, 1937, from July, 1936, and 
\ collections on accounts receivable 
were made at about this same rate 
over this period, according to reports 
of wholesalers in the monthly joint 
study of the National Association of 
Credit Men and the Bureau of Foreign 
and Domestic Commerce, Department 
of Commerce. 

Total net sales of 1149 reporting 
wholesalers increased 3.8 percent in 
July, 1937, from July, 1936, a con- 
tinuation of a change recorded for ev- 
ery month since the beginning of the 
study in January, 1936. Without ad- 
justment for seasonal influences, July, 
1937, sales registered a decrease of 4.7 
percent from June of this year. 

Sixteen of the wholesale trade groups 
shown in this report had increased 
sales in July this year over the same 
month last year, with durable and semi- 
durable goods showing the most favor- 
able improvement and consumption 
goods the least favorable improvement. 
The increases ranged from 1.7 percent 
for furniture to 30.0 percent for ma- 
chinery, equipment and supplies. Elec- 
trical goods and plumbing and heating 
equipment and supplies wholesalers 
each had increases in sales exceeding 
20 percent. In comparison with June, 
1937, 7 of the groups showed increases 
and 14 showed decreases. 

Results presented separately by cer- 
tain geographical regions indicate that 
sales in July as compared with July a 
year ago increased in several sections of 
the country for the wholesale trade 
groups shown. Increases in excess of 
the average for certain trades were 
shown in a number of regions, particu- 
larly in the East North Central. 

Slightly lower percentages of collec- 
tions on accounts receivable submitted 


by 737 wholesalers were reported in 
July this year than in July last year and 
June this year. In July, 1937, 72.0 
percent of accounts receivable were col- 
lected as compared with 72.8 for July 
last year and 73.9 percent for June this 
year. 

In reflecting the average experience 
of the reporting establishments the me- 
dian percentage has been selected as 
the most suitable average. This method 
gives equal weight to all firms regard- 
less of the volume of business done and 
the figure is obtained by arranging the 
individual collection percentages in or- 
der of size and selecting the middle 
item. This procedure tends to mini- 
mize fluctuations. 

Five of the 21 wholesale groups re- 
porting showed a higher average col- 
lection percentage for July, 1937, than 
for July, 1936. The greatest relative 
increase in collections from a year ago 
was registered by wholesalers of meats 
and meat products. 

The highest collection percentage for 
July, 1937, was shown by the meats 
and meat products group, the median 
collection figure being 146.0 percent for 
that month. This percentage indicates 
that customers of these firms took less 
than thirty days on the average during 
July to pay for their purchases. 


Manufacturers 


Total net sales showed improvement 
in July, 1937, from July, 1936, while 
the rate of collections on accounts re- 
ceivable decreased slightly over the 
period for the group of manufacturers 
reporting in the monthly joint study of 
the National Association of Credit Men 
and the Bureau of Foreign and Domes- 
tic Commerce, Department of Com- 
merce. -This is a continuation of the 
gains in sales recorded by this group of 
manufacturers for each month since 


January, 1936, when compared with 
the same month in the previous year. 

The total net sales of the 522 manu- 
facturers throughout the country re- 
porting in July, 1937, registered an in- 
crease of 7.8 percent from July, 1936. 
Without adjustment for seasonal influ- 
ences, July, 1937, sales registered an 
increase of 2.5 percent from June of 
this year. 

Total sales increased in July, 1937, 
over the same month last year for all 
of the 15 industry groups shown in the 
report except food and kindred prod- 
ucts, motor-vehicle parts and textiles 
and their products. The increases 
ranged from 0.8 percent for stone, clay 
and glass products to 20.8 percent for 
machinery, not including transportation 
equipment. 

Percentages of collections on ac- 
counts receivable submitted by 483 
manufacturers for July, 1937, aver- 
aged slightly less than for July a year 
ago and June this year. During July 
this year the manufacturers reporting 
collected 79.2 percent of their accounts 
receivable outstanding on the first of 
that month as compared with 81 per- 
cent collected during June of this year 
and July last year. 

Only 3 of the 15 industry groups 
shown reported a higher average col- 
lection percentage for July, 1937, than 
for July, 1936. The iron and steel and 
their products group registered the 
greatest relative increase in collections 
over this period. 

The highest collection percentages 
were reported by the meat packing in- 
dustry, the figures for each of the three 
months covered exceeding 100 percent, 
indicating that customers of these firms 
took less than 30 days on the average 
to pay for their purchases. 

Detailed figures are presented in the 
following table and charts: 
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DONO MEIN... a sicn cn cence gcesess seo ceseen5+ seen 58 + 5.4 — 13 69.0 70.5 
Clothing and furnishings, except shoes.............. .... 17, + 4.9 3 56.3 57.4 
~~ _ yapeteanebaaianectebeaaannnenetin suouenetus bel 40 —10.5 —19.7 42.8 47.5 
Se ar a ee > 139 + 2.8 — 5.6 74.0 ; 73.6 
DE, (Cee. cc ckehueees<s a enti 5" oi Huhre Sale wc ee $0 — 0.5 + 3.5 44.0 , 46.0 
eh sees i cek Ree bigses eis so vom 90 ¥>>-e0ely 93 +24.6 — 6.8 80.0 85.2 83.0 
Farm products (consumer goods)............----.-05 ss+s 24 +63 | + 0.9 107.4 13.0 120.0 
Furniture and house furnishings.............. . . . .... 36 + 1.7 —20.7 56.7 52.5 52.2 
Groceries and foods, except farm products, ...... ee 251 — 2.0 + 0.4 101.8 102.8 103.6 
ED EIN nv ccacasbespeeceeesssess + 050% 15 + 5.9 + 7.6 146.0 128.7 142.3 
CE Oe eee ce Sons vobecnn eae cass pa. dns 140 +11.3 — 7.7 55.0 56.6 56.8 
os. i. cece pee saeeseses eves 17 —15.2 —19.3 _ _ =~ 
Leather and shoe findings................e+0 pepebvéns on 12 — 2.3 — 3.7 38.5 41.0 41.0 
Lumber and building material............-ssese+sees0-:- 15 +4.7 | —8.6 70.0 68.1 76.0 
Machinery, equipment and supplies, except electrical... .. 26 +30.0 —10.9 63.8 70.0 65.2 
hk eet ean Ma aidan bso shoe) 6950 60b0 o> 54 >> 0 ba 8 +18.6 — 2.8 65.0 68.0 60.5 
ee ie bicep sesatscb ies beni 8 +17.9 — 2.7 61.4 69.0 61.3 
IEE NE SON BORIIOER,. 05.000 000 406s000s000005000 pana kee 57 +74 — 7.4 74.5 69.5 74.9 
Petroleum and ite products®®............esescee..-+- +++: _— — _ _ _ — 
Plumbing and heating equipment and supplies........... 64 +21.9 — 7.8 62.7 66.9 64.6 
cn ie ene cine eben oi '4's.s0 > 0-0 00% 8 + 7.8 + 0.3 109.0 111.4 102.0 
SIN BONEN sive tes cwp-boapsunesss- 05-00 cesses 30 + 2.5 + 4.9 71.0 76.8 77.2 
Beer, wine and spirituous liquors**................... _ — _ _— a — 
Pea haiese deesace bee pintenseanoeus 72.8 


*These figures should not be related to sales figures for current month. They represent only ratio of collections during that month to accounts receivable at 
beginning of month. The wide differences existing between the percentages for various kinds of business are due principally to variations in terms of sales. 


**Insufficient number of reports at present to show results separately; figures now included with Miscellaneous. 
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Food and kindred products, total........................ 125 — 0.2 ‘ 30,881 30,942 28,189 108.6 104.0 109.0 
Combeotiomeary. ......0cecseccsccscoccseresoress ‘eau 43 + 4.4 ‘ 2,326 2,227 2,780 112.8 112.9 114.0 
Flour, cereals and other grain mill products. ... sk 17 — 9.7 é 5,539 6,135 5,916 139.0 115.0 130.5 
eg wah 5:05:06 bsb ees ea 14 + 3.0 ' 4,896 4,755 4,739 176.2 155.2 163 .2 

Textiles and their products, total.......... Soe cele 68 — 6.3 : 11,781 12,579 11,778 63. 75.0 67.4 
Clothing, men’s, except hats......................... 19 —15.6 ‘ 2,183 2,586 1,938 65.5 70.5 65.5 
Clothing, women’s, except millinery.................. 11 —21.3 i 1,028 1,072 71.1 79.0 74.4 
Cte a Can vasay eve dewes tos com 11 + 4.1 7 1,310 1,755 63.1 72.9 63.0 

os alas kvess pnraphseeedes sashes ocu 26 +12.5 : 1,851 2,440 58.8 66.0 64.6 
INS co clc sds ol cca Wendeds ce sere urhnehSneng esos 17 +10.1 : 1,268 1,598 61.0 67.5 63.6 
Lumber, timber and other miscellaneousforestprod ucts 9 +17.8 ’ 583 58.8 64.0 64.6 

Paper and allied products, total................-.......4. 39 + 9.0 é 89.6 88.5 90.0 
ON ED, IE GND is oon idee b inn cose. sssvese serve 12 + 6.8 — 2.3 90.0 90.0 89.4 
Paper boxes and other paper products................ 27 +11.3 — 9.3 89.2 86.1 90.1 
Wallpapers**........... weseneu sens Eedase se eis cha < oe _ _ _ — -- — 

Printing, publishing and allied industries................ 8 +15.6 + 9.4 67.5 71.0 59.5 

Chemical and allied products, total............... 5 ee 38 + 0.9 — 5.4 60.0 62.9 62.0 
ee aa eee s 18 — 6.6 | —11.1 56.0 61.6 57.0 
Pharmaceuticals and proprietary medicines.......... 10 + 2.3 +30.3 56.0 62.4 61.5 

Petroleum products.............-. Pen GGih suns 13 + 9.6 + 6.8 79.7 89.0 78.8 

SRY ee oe 5 7 +11.6 — 1.9 79.2 80.3 73.2 

Leather and its products, total........................... 30 +10.1 — 4.2 48.0 55.0 61.0 
SESE a ere eres ia 21 + 7.1 — 1.6 ’ 50.5 53.2 

Stone, clay and glass products............... as ate ee 17 + 0.8 —15.5 83.0 77.0 

ee ebb nap ahacieGelss 659 sex0 es c50 598 — _— — sae ci 

Iron and steel and their products, total................... 41 +10.7 +29.2 82.0 87.6 
NE chN ibs 4 bs5¥eshohs5 a5 s005509055>- ae 10 +28.3 — 9.2 82.0 80.9 
Stoves, ranges and steam heating apparatus**........ _— -- — a _ 
Other iron and steel products....................+5. 31 + 9.2 | +34.9 84.0 88.5 

Non-ferrous metals and their products...... passe sess esse 14 +17.1 — 6.4 81.0 83.4 

Machinery, not including transportation equipment, total 45 +20.8 — 5.7 81.8 82.2 
Electrical machinery, apparatus and supplies......... 17 +17.9 — 4.2 84.2 87.0 
Other machinery: foundry products. ................. 28 +28.3 — 9.1 80.2 70.2 

Motor-vehicle parts. ................ Dah tess th ube 14 — 6.2 —20.4 ‘ 93.2 

Miscellaneous industries... Siw bacaeekeosees cee 37 + 8.4 —11.6 68.8 

i keksgetsseunee’ shou taba Seeh ween + 7.8 2.5 194,175 180,170 189,355 0 














*These figures should not be related to sales figures for current month. They represent only ratio of collections during that month to accounts receivable at 
beginning of month. 


**Insufficient number of reports at present to show results separately; figures now included with industry group total. 
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PERCENTAGE OF CHANGE IN SALES OF 522 MANUFACTURERS PERCENTAGE OF CHANGETLIN SALES OF 1149 WHOLESALERS IN 


IN 15 INDUSTRIES 21 KINDS’ OF BUSINESS 
JULY 1937 COMPARED WITH JULY 1936 JULY 1937 COMPARED WITH JULY 1936 
KIND OF BUSINESS % Decrease % Increase 
INDUSTRY % Decrease % Increase 2 10 ° 10 20 30 

Mcby.,notinel. Transp. Eqmt.+20.8 'P——?——9_ 332023 Machinery, eqmt. & supplies. +30.0 

* ’ Electrical goods............ +24.6 
Non-ferr. mtls. & their prods.+17.1 Pimbg. & htg. eqmt. & spls.+21.9 
Print., pub. & allied indus. . .+15.6 OI oe) +18.6 
Forest products. ........... +12.5 Paints and varnishes........ +17.9 
Rubber products. .......... +11.6 [ ee +11.3 


Iron & steel & their products.+10.7 
Leather:and its:produets....+10.1 
Petroleum products......... + 9.6 
Paper and allied products. ..+ 9.0 
Chemicals and allied products+ 0.9 
Stone, clay & glass products. + 0.8 


Miscellaneous.............. + 8.4 
Food and kindred products. .— 0.2 
Motor-vehicle parts......... — 6.2 


Textiles and their products. .— 6.3 


Tobacco and its products....-+ 7.8 
Paper and its products. ..... + 7.4 
Farm prod. (consumer goods)+ 6.3 
Meats and meat products...+ 5.9 
Automotive supplies. ....... + 5.4 
Cithg. & frnshgs. exc. shoes. + 4.9 
Lumber & building material. + 4.7 
Drugs and drug sundries... .+ 2.8 


PN cc accscavacwas + 1.7 
Miscellaneous.............. + 2.5 
BIE Fas 56-cascdsacss — 0.5 
Groceries and foods......... — 2.0 
Leather and shoe findings. ..— 2.3 
Shoes and other footwear... ..—10.5 
MU n. cudecaedeeaues —15.2 


Source: Marketing Research Division, Bureau of Foreign and Domestic Commerce. 


Sales and collections on accounts receivable of reporting WHOLE- 


SALERS 


in 12 kinds of business, by geographic regions July 1937 


(Results shown only for those trades having a sufficient number of reports for one or more regions*) 








- Sales reported ii oa Percent = collections dur- 
umber of | “July 1937 percent- umber ing month to accounts receiv 
Kind of business and region er age. change from: Thousands of dollars firms | _able at_beginning of month 
— July June July July June aa oor ed ___ Median percentages _ 
1936 1937 1937 1936 1937 July 1937} Ju'y 1986 June 1937 
Automotive supplies, total................ 59 + 5.4 —1.3 1,851 1,756 1,875 36 69.0 68.4 70.5 
East North Central........ 9 +14.4 + 0.5 389 340 387 8 64.7 66.6 64.2 
ET inact os Cie win nin 4.0.0 36 — 4.7 —1.4 918 963 931 17 71.1 74.1 75.0 
Shoes and other footwear, total................ 40 —10.5 —19.7 13,036 14,571 16,233 18 42.8 46.5 47.5 
Middle Atlantic......ccccossscsceee. 13 — 5.7 +12.5 1,749 1,854 1,555 — - -_ - 
West North Central. eda einas + hiss s 8 —15.8 —26.1 9,839 11,686 13,304 ao — _ _— 
Drugs and drug sundries, total... 139 + 2.8 — 5.6 21,224 20,655 22,494 115 74.0 72.5 73.6 
Middle Atlantic....... 21 + 3.8 — 4.2 4,137 3,985 4,319 19 73.0 71.4 71.0 
East North Central. . 27 — 4.9 —15.5 3,891 4,092 4.602 17 89.0 88.5 90.0 
ES ee ere eee 13 — 3.5 —10.4 1,720 1,782 1,919 13 81.7 78.0 86.0 
South Atlantic...... . 24 + 7.8 — 0.8 1.886 1,749 1,901 20 74.8 73.2 75.5 
East South Central. 14 + 4.5 — 6.9 1,511 1,446 1,622 10 67.8 60.6 68.3 
West South Central. . 18 + 2.2 + 1.9 2,198 2,151 2,158 16 81.8 78.9 74.1 
RE aatweneives.< 15 — 1.9 + 6.0 4,770 4,860 4,500 12 64.2 67.6 66.2 
Dry goods,total.......... 90 — 0.5 + 3.5 12,643 12,705 12,211 47 44.0 49.1 46.0 
Middle Atlantic........ 17 — 7.6 — 8.2 1,696 1,836 1,848 — — <oe — 
East North Central... saunas 11 + 5.4 —12.7 1,105 1,048 1,266 10 53.3 50.8 51.9 
West North Central................... 8 +1.9 + 3.6 4,673 4,584 4,510 pei - ~ _ 
South Atlantic........ 13 — 7.1 — 4.5 1,017 1,095 1,065 — “= ae _ 
East South Central...........................--.-., 11 —43 | +425:5 1,045 1,092 833 ie — — _ 
West South Central. . 13 — 1.8 +25.7 1,691 1,721 1,345 — —- a — 
BES chs canbe secsss% : 16 + 5.4 + 6.9 1,401 1,329 1,310 11 46.8 61.8 59.0 
Electrical goods......... 93 +24.6 — 6.8 14,123 11,331 15,155 33 80.0 85.2 83.0 
East North Central... et ia ag rah erg ehh are 45 +31.0 — 6.3 7,421 5,663 7,923 — _— — -_ 
West North Central..................... " +21.4 — 4.8 1,017 838 1,068 — — — — 
eens pie h sh dhia cs baudrs Jada oacddaniie 16 + 2.8 +19.2 2,289 2,226 1,921 13 75.4 85.2 80.8 
Farm products (consumer goods), total................... 24 + 6.3 + 0.9 3,436 3,232 3,406 24 107.4 113.0 120.0 
I rate riod n8 ods awk oa wa bipa seb a.c <o ksvo0mo6 00e 9 + 7.1 +25.6 2,075 1,937 1,652 8 80.9 89.9 84.1 
Furniture and house furnishings, total................... 36 + 1.7 —20.7 2,890 2,842 3,643 22 56.7 52.5 52.2 
Ts co cokes s vac aecse wieaedecetn 8 +11.7 —24.4 1,373 1,229 1,817 — — = — 
ORE AACS 5 Se 13 —21.5 — 6.0 853 1,087 907 11 61.7 60.7 52.3 
Groceries and foods, total........................cceceeee 251 — 2.0 +04 33,968 34,646 33,817 185 101.8 102.8 103.6 
ok OS ce 5 Sieg eiarsib Sosa Voip ds owinintole 52 — 0.9 — 6.3 7,655 7,726 8,166 37 98.8 98.4 94.2 
PI I ood dnc e sce locade abuse sacen 59 — 6.2 — 2.0 9,010 9,606 9,191 48 102.5 100.1 102.4 
ME NI oso inn nes cacsescseedcoucene 40 — 8.5 + 9.4 4,781 5,227 4,371 24 118.0 118.9 109.0 
I oa, Sn og 5955 Saw odd babes od 31 + 1.3 — 0.9 2,251 2,222 2,271 21 98.1 96.5 108.3 
East South Central.... katas ttettvidals shows cade keane 13 — 1.5 + 3.3 713 724 690 — a re —_ 
a es ols ec kde cacuscassuee 24 — 3.2 —1.4 3,178 3,282 3,222 20 89.5 96.4 104.7 
ME oo ng ibe givin 4 bic aude Wales's See 24 + 6.8 +10.4 4,902 4,588 4,440 20 112.5 109.0 107.8 
Hardware, total.......... Wiatah cad 140 +11.3 — 7.7 18,290 16,435 19,812 62 55.0 56.6 56.8 
Mame Btlentie......i.......... ga acceler 26 + 3.8 —16.7 1,642 1,582 1,971 —_ << —e a 
East North Central.................... en arveo ween 20 +12.8 — 4.3 4,492 3,983 4,694 9 61.6 62.6 60.6 
TI on ci ccnecc ce re cccccdeccaccane 17 + 6.9 — 4.5 2,482 2,321 2,600 9 55.6 56.2 57.0 
ig oy kcardics te pais chin eaten ease ae 18 +13.6 — 0.6 1,265 1,114 1,273 15 46.7 50.8 53.5 
ERT ee en eee 17 + 9.9 — 9.5 1,925 1,752 2,128 —_ - on aces 
nooo. vicle h vida vs vce vels «de caacte 16 +22.5 — 6.4 1,515 1,237 1,619 _ — — << 
ME oe Soe cl swhcigtcar ks 20 —11.4 +10.7 4.384 4,950 3,960 15. 57.0 58.0 61.0 
Jewelry and optical goods, total.......................... 17 —15.2 —19.3 1,902 2,243 2,357 _ _- — - 
SS CIE SR i ee ee ON 13 +30.9 + 0.4 517 395 515 _ _ a wey 
Paper and its products, total...........................4. 57 +74 | —7.4 3,859 3,594 4,167 35 74.5 69.5 74.9 
So at, Tog icais own siv'gckb Amen adcak ose oe 21 + 5.9 —14.9 1,407 1,328 1,654 —_ — oe —_ 
East ENE rr ee 12 +10.9 — 9.1 1,354 1,221 1,490 12 75.0 68.8 80.1 
Plumbing and heating equipment and supplies, total... .. 64 +21.9 — 7.8 3,418 2,803 3,709 34 62.7 66.9 64.6 
PSS Natta rr rah, pe cre tarsal cared 25 + 8.6 —16.1 849 782 1,012 9 55.0 69.0 58.0 
I ogre ete c ecstc ae anteee enicae Cons awa 16 + 9.3 — 9.8 645 590 715 _ _ =— — 





*States comprising regions: New England (Connecticut, Maine, Massachusetts, New Hampshire, Rhode Island, Vermont) 


Middle Atlantic (New Jersey, New York, Pennsylvania) 

East North Central (Illinois. Indiana, Michigan, Ohio, Wisconsin) 

West North Central (Iowa, Kansas, Minnesota, Missouri, Nebraska. North Dakota. South Dakota) 

South Atlantic (Delaware, District of Columbia, Florida. Georgia, Maryland, North Carolina, South Carolina, Virginia, West Virginia 
East South Central (Alabama. Kentucky, Mississippi. Tennessee) 

West South Central (Arkansas, [ouisiana, Oklahoma, Texas) é : 

Mountain (Arizona, Colorado, Idaho, Montana, Nevada, New Mexico, Utah. Wyoming) 

Pacific (California, Oregon, Washington) 


LL 
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How much do sales taxes cut sales? 


by H. P. WARHURST, Dept. of Commerce 


Any retarding influence of general 
retail sales tax levies on retail trade 

Wy increase appears to be slight. 

However, such tax levies do seem 
to retard retail trade increase in bor- 
der counties of states having sales 
taxes. 

The border counties of states with 
sales tax statutes which have been effec- 
tive a longer time or carry a higher 
rate showed a smaller percentage in- 
crease in retail sales from 1933 to 1935 
than those in the states without or with 
less stringent sales tax statutes. Along 
the twenty borders considered, sixteen 
borders are noted in which the greater 
increase was enjoyed by the retailers 
of the state with lesser sales tax restric- 
tion. The reverse is true on but four 
borders of the twenty analyzed. 

The county sales data were taken 
from the Bureau of the Census reports 
for the years 1933 and 1935. Filling 
station business was subtracted, when 
possible, from the total retail sales in 
each county in order to minimize the 
effect occasioned by gasoline taxes. 
Also, for better comparability, liquor 
sales should have been deducted. It 
was impossible to isolate liquor sales, 
however, because of differences in re- 
peal dates, and the lack of county detail 
in the Census reports. 

In considering the four borders on 
which counties in sales tax states gained 
a greater per cent, some causes can be 
explained as follows: The presence of 
the city of Memphis so near to the 
Mississippi border has always tended 
to draw trade from Mississippi . to 
Tennessee. Since the total amount of 
retail sales in the Mississippi counties 
compared was but 7 per cent (1933) 
of the Tennessee county sales, any small 
shift in sales would have but little in- 
fluence in increasing the sales of the 
Tennessee counties when expressed as 
percentages of total sales. The fact 
that the Mississippi sales tax was al- 
ready effective in 1933 would also tend 


to limit the amount of shifting which 
could take place in the period under 
consideration. 

A wide variation in the total amount 
of sales of the compared county groups 
is also found on the Missouri-Nebraska 
border. This border is limited to two 
Missouri and three Nebraska counties. 
Retail sales in the two Missouri coun- 
ties are but 32 per cent of the total re- 
tail sales for the three Nebraska coun- 
ties with which they are compared. 

It should also be noted that a part 
of the gain in one of the two Missouri 
counties may have been caused partially 
by the higher rate of tax in Iowa on 
which it also borders. In this instance 
it is also evident that the Missouri 
River constitutes a barrier to shifting of 
purchases from Missouri or Iowa to 
Nebraska, while there can be freedom 
of movement all along this part of the 
Missouri-lowa border. An investiga- 
tion of the states entirely separated by 
the Mississippi River indicates that such 
a barrier is generally effective in re- 
ducing the importance of sales migra- 
tion. 

The South. Dakota sales tax was ef- 
fective but six months of the period 
under consideration, and it would seem 
that other influences were stronger than 
the influence of the sales tax along the 
Minnesota-South Dakota Border. This 
result might be explained by gravita- 
tion, of business to larger towns and 
cities, since the retail sales of Minne- 
sota counties bordering on South Da- 
kota are but 42 per cent of the sales of 
the South Dakota counties bordering 
on Minnesota. It is possible that 
Minnesota residents continued to buy 
in South Dakota despite the inconveni- 
ence of securing sales tax exemptions. 
However, it is quite likely that other 
local influences which are not apparent 
are responsible for this variation. 

The Colorado sales tax did not be- 
come effective until 1935, which would 
also tend to minimize any tendency to 


shift purchasing from Colorado to 
Kansas border counties. Probably the - 
greatest influence along this border is 
the great variation in size between Kan- 
sas and Colorado counties. This varia- 
tion in size requires that comparison be 
made between districts so far apart (ap- 
proximately 100 miles) that there is 
little likelihood that exactly similar 
economic conditions exist in the two 
districts. 

Some evidence of retail sales migra- 
tion is noted along the Oklahoma-Kan- 
sas border. The Oklahoma counties 
(with a general retail sales tax) gained 
but 30.2 per cent, while the Kansas 
counties (without the tax) bordering 
on Oklahoma gained 40.3 per cent. 
The gain of border Kansas counties 
was greater than the gain for Kansas 
counties of the second tier from the 
Oklahoma border. In turn, the second 
tier of Oklahoma counties gained a 
greater per cent than did the Oklaho- 
ma border counties. 

It is obvious that consumers living in 
states having a sales tax may buy goods 
and services in another state for a num- 
ber of reasons, including that of mak- 
ing a purchase without having to pay 
a tax. It is presumably equally true 
that the same consumers would be in- 
clined to put themselves to a greater 
inconvenience in buying goods of higher 
unit value in tax-free states, since the 
amount of the sales tax is a greater 
consideration in such cases. 

While it is impossible statistically to 
isolate each one of these factors in order 
to measure the effect of the sales tax 
upon migration of trade across state 
borders, the evidence collected points 
strongly to the conclusion that the re- 
tail sales border counties in states hav- 
ing a sales tax are less than they other- 
wise would be, provided the ‘“‘compet- 
ing” counties across the border are in a 
state not having a tax, or having one 
with a lower rate. 


—“Domestic Commerce” 
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/FANFOLD)\ 
\ MACHINE | 


There’s Less for 
the Operator to Do! 


Users of fanfold machines are amazed at the 
simple, automatic action of this remarkable 
new Burroughs Fanfold Machine. 

They quickly realize that it cannot waste 
costly time—that it does not waste physical 
effort. 

See for yourself how it will enable your 
operators to sustain high-speed production 
with much less effort, thereby lowering your 
costs of handling fanfold or continuous forms 
of any kind. Ask for a demonstration. 





o ee 
i BURROUGHS ADDING MACHINE COMPANY | 
6059 Second Blvd., Detroit, Mich. | 
I should like to know more about this new Burroughs Fanfold Machine. | 
| NAME ! 
| ADDRESS I 





When writing to advertisers please mention Credit © Financial Management 
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NEW bree dat- 











JUST TOUCH 
ONE KEY— 


Carriage Opens 
Automatically! 






Forms are Released 
Automatically! 





Carriage Returns 
Automatically! 


Carbons Shift 
Automatically! 













Then—as the operator removes 
the completed set of forms— 





New Forms Lock in Place 
Automatically! 


Carriage Closes 
Automatically! 


THE MACHINE 
—-NOT THE OPERATOR - 
DOES MOST OF 
THE. WORK 








This month’s collectors: 


Submitted for the approval of our readers 


by E. E. YOUNG, Credit Manager, Leo J. Meyberg, Inc., 


San Francisco, Cal. 





Dear Sir: 


You’ve often heard of inventory clearances, but this is a new one—accounts receivable 
clearance. 


In other words, this is the end of our fiscal year and we are expecting our customers to 
pay their accounts now. 


Remember, we are not asking for items not yet due—we only want settlement for pur- 
chases prior to March Ist—in your case, $——-—-—-— 


Sincerely, 


by HERBERT D. TUTTLE, Secretary, The Kurlash Company, 
Rochester, N. Y. 


Gentlemen: 


ATTENTION CUSTOMERS 


The baseball season is open and we know most folks are baseball-minded so, no doubt 
that interests you. But may we draw your attention to another matter that also interests us 
both, before we get too far into the season. 


We enclose a statement and ask that you hit a high one in the form of a check, to cover, 
so we can keep the game in good form. 


If we receive your remittance by return mail we will know your batting average is being 
kept high. Help us keep the game at its best. 


Yours very truly, 





problem, it should be kept in mind _ the credit responsibility of the buyer. is as a risk has achieved foremost stand- 
that a great deal of collection let- The most fundamental, down-to- ing because it is based on the current 
ter writing can be obviated if date method ever devised for knowing paying. record: 


= In studying the collection letter proper care is taken in the analysis of just how worthy your credit applicant 
\ 


Credit Interchange. 
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What's brewing 


\ for brewers? 


(Continued from p. 15) costs have raised 
the prices greatly and decreased the per 
capita consumption. The trend is 
toward packages, as it has been in prac- 
tically every other industry serving the 
consumer. 

Except as it is turned aside by ar- 
tificial restrictions, the direction. in 
which the brewing business is moving 
seems rather definitely indicated. 

Total consumption is_ increasing, 
gradually approaching the pre-prohibi- 
tion level, yet per capita consumption 
is much less. Every state in the Union 
now permits the sale of beer and it is 
probably true that there are more beer 
drinkers than ever before. More con- 
sumers and fewer gallons spells more 
moderate drinking plus more general 
use of beer. Beer has been winning 
new friends—sensible friends who use 
it as the healthful, temperate beverage 
that it is, and do not over-indulge. It 
is no longer the drink of any one class 
but is finding its way into all parts of 
society. 

The trend toward wider use of beer 
in moderate manner is of great sig- 
nificance and importance to the brew- 
ing industry. What could be more 
helpful in lending stability to our busi- 
ness? Here is an opportunity which 
all should realize—do what they can to 
encourage this healthful trend so that 
beer would be more and more accepted 
as a mild beverage. 

To realize and to preserve this op- 
portunity we must be conscious of our 
social obligation. We must preach and 
practice law observance. We must see 
beyond the everyday problems of com- 
petition and truly understand the prob- 
lems of our industry. 

We need to avoid seeking artificial 
competitive advantage and we need to 
have the courage to advocate such laws 
as will give our industry the broadest 
opportunity to market beer for mod- 
erate use by all who may want it. 

If we think straight and do the 
things we should do, beer sales will 
continue to expand in a normal, sensi- 
ble and wholesome way. Such expan- 
sion will not do away with everyone’s 
financial problems as such problems 
never fully disappear from any indus- 
try. Some units will forge ahead, 
others will fall behind, but with an 
expanding market there appears to be 
no reason why the brewing industry as 
2 whole, with observance of normally 


‘reasonable and ethical methods. 





MORALE 


Your employes will be actually better employes living in the 
security given by National Surety Fidelity bonds. Fidelity bonds 
are written upon a sane evaluation of business risks caused by 
the unknown and unknowable in human nature. When issued 
they are a tribute to employer and employe alike. 

Prompt payment of just claims makes every day a pay day 
for some one in National Surety Town. And this assurance of | 
ready cash to repair shock losses contributes to the peace of 
mind and efficiency of your whole staff. 

National Surety representatives everywhere — themselves 
picked men—are selling Fidelity bonds and blanket bonds; plus 
protection against burglary, forgery, and many other dangers. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, PRESIDENT 


Copyright National Surety Corporation, 1937 


New York 








good business judgment, should not be 
able to give a good account of itself 
during the next several years. 

The task of. defending ourselves 
from rising.attack on the part of the 
Drys can be. greatly simplified by sim- 
ple decency of conduct on the part of 
the industry plus promotion of beer 
on its merits as a beverage. In widen- 
ing our market and increasing the num- 
ber of consumers, we increase the num- 
ker of our friends provided we pursue 
Men 


and women who use beer temperately 


in the home and elsewhere are not apt 
to be swayed by the dire things imputed 
to it by fanatics. Propaganda not based 
on truth is under a handicap. Our 
best defense against adverse propaganda 
in our own behalf lies in proper con- 
duct of our own business affairs. 

So as to the outlook for the brewing 
industry for the future, I would say 
that we have a new and unparalleled 
opportunity. Whether or not we will 
realize on it, or to what extent we 
will realize on it, is largely a matter 
within our own keeping. 
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Dear Reader: 

One of the most important legisla- 
tive objectives of your Association in 
recent years was partly attained on Au- 
gust 9th when the House of Repre- 
sentatives passed the CHANDLER 
BANKRUPTCY BILL, formerly 


That Is Gold 


“That is gold which is worth 
gold” might be interpreted 
as meaning that anything 
worth owning is wo pro- 
tecting and that you can't 
afford to do without complete 
insurance protection. Many 
a man whoeconomized on in- 
surance premiums has spent 
a very great deal more to 
meet his own losses. We can 
tell you what your insurance 
will cost. You can’t tell us 
what lack of insurance will 
cost you. You'd better hedge. 
We'll tell you how. Write. 


SINCE 1854 


THE PHOENIX 


INSURANCE COMPANY 
OF HARTFORD, CONNECTICUT 
Cash Capital, . ae $6,000,000.00 
Surplus to Policyholders, $44,182,317.01 


H.R. 6439 but refntroduced and re- 
ported as H.R. 8046. 

It was a striking testimonial to Rep. 
Chandler, the distinguished author of 
this Bill, to the efforts of the National 
Bankruptcy Conference in connection 
with its drafting, and to the quality 
of the contents of the Bill, that it was 
passed by the House after approxi- 
mately only one hour of discussion on 
the floor. 


Chandler Bill pending 


The Chandler Bill is now pending 
before a subcommittee of the Senate 
Judiciary Committee consisting of Sen- 
ator Joseph C. O’Mahoney (Chair- 
man), Senator Frederick Van Nuys 
and Senator Frederick Steiwer. For a 
time it appeared possible that the Bill 
might be favorably reported to the full 
Judiciary Committee and to the Senate 
so that it might be in line for passage 
before adjournment but such action 
was prevented by the adjournment of 
Congress. 

The Bill will remain in Committee 
until the reconvention of Congress in 
January, at which time action on it 
can be resumed. 

It is no exaggeration to state that 
this Bill is one of the most important 
pieces of business legislation before 
Congress for many years. Copies of 
the Bill as passed by the House and 
of the House Committee Report are 
being sent to each local credit associa- 
tion, where members may inform them- 
selves regarding the legislation. While 
the Bill is generally beneficial to all in- 
terests concerned with bankruptcy and 
reorganization, many of its provisions 
are of special benefit to creditors and 


Whicn is worth the most to 
you, the small amount you'll 
save by not carrying com- 
plete insurance or the large 
amount we may have to pay 
you because you do? The 
mathematics of our business 
prove we can accept risks 
you can’t afford to take. 


© 


FIRE INSURANCE CO. 
OF HARTFORD, CONNECTICUT 


Cash Capital, - = = §$2,000,000.00 
Surplus to Policyholders, $16,589,071.08 


SINCE 1850 


it is for that reason that the Bill is of 
particular value to Association mem- 
bers. 


Fees 


SENATOR BORAH’S BILL (8. 
2849)—to prohibit agreements fixing 
fees or compensation in bankruptcy, re- 
ceivership or reorganization proceed- 
ings—was passed by the Senate on Au- 
gust 9th and reported favorably to the 
House by the House Judiciary Com- 
mittee on August 13th. Passage by the 
House occurred on August 20, the day 
before adjournment of Congress. 

The Bill makes it unlawful for any 
party in interest or for any attorney 
for any party in interest in any such 
proceeding to enter into any kind of 
agreement with any other party in in- 
terest or with any attorney thereof for 
the purpose of fixing the amount of 
fees or other compensation to be paid 
to any party in interest or any attorney 
for services rendered in connection with 
the proceeding. By an amendment in 
the Senate it was expressly stated that 
the fees or other compensation referred 
to in the Bill pertained to amounts paid 
out of the estate. 

The Bill further makes it unlawful 
for any United States judge to approve 
the payment of fees or compensation 
fixed in the manner described above 
and prescribes heavy penalties for vio- 
lation of the Act. 

In its favorable report on this Bill, 
the House Judiciary Committee stated 
that investigations have shown that the 
practice of permitting such agreements 
has resulted in the allowance of exor- 
bitant fees, followed by the entry of 
consent decrees, thereby evading hear- 
ings of applications for allowances of 
compensation and determination there- 
on in open court after the admission of 
evidence to sustain every such allow- 


“Worth Gold 


Gold is not always in the 


form of ingots. When you 
need it most you may find it 
in an insurance contract. 


SINCE 1859 


[OQUITABLE 


Fire € Marine Infurance @mpany 
PROVIDENCE. RL 

Cash Capital, - - - $1,000,000.00 

Surplus to Policyholders, $5,946,843.67 
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ance. Lhe Report further stated, 
“when receivership and bankruptcy 
proceedings are conducted at arm’s 
length and decisions are made after op- 
posing interests are heard, suspicion and 
doubt as to the reasonableness of the 
compensation authorized and the proper 
discharge of the obligations of the bench 
and bar will be avoided.” 


Installments 


It is expected that a comprehensive 
STUDY OF INSTALLMENT 
SELLING will be commenced by the 
Department of Commerce in the near 
future. Advance information regard- 
ing the plans of the Department indi- 
cate that the study will not only be 
ably conducted but will be designed to 
develop important information regard- 
ing many aspects of installment selling 
which have been the subject of much 
controversy and uncertainty. The Na- 
tional Association of Credit Men has 
offered its cooperation to the Depart- 
ment in connection with this study be- 
cause of the certainty that the study 
will be of great importance to credit 
interests, 

The study will be under the direc- 
tion of Assistant Director Nathaniel 
H. Engle of the Bureau of Foreign and 
Domestic Commerce, and under the 
immediate supervision of Dr. Wilford 
White, Chief of the Market Research 
and Service Division of the Bureau of 
Foreign and Domestic Commerce. 





The next issue of this column will 
contain reference to the legislation en- 
acted at the session of Congress just 
ended which was of special importance 
to credit interests. Reference will also 
be made to certain pending legislation 
of similar interest which will continue 
over until the next session of Congress. 

Yours very truly, 
C. F. BALDWIN. 


Efficiency of W. P. A. 


Skilled workers on W.P.A. projects 
were found in general to be of high 
caliber, in a series of efficiency tests 
conducted by the Works Progress Ad- 
ministration covering brick and stone 
masons, carpenters, and painters in 7 
cities. The tests were conducted by 
two examiners, one a_ representative 
of the union concerned and one a mem- 
ber of the engineering staff of the 
W.P.A. Of the total workers exam- 
ined, 78 per cent were graded by both 
examiners as passable or better as re- 
gards quality of work and 79 per cent 
were so rated as regards quantity. 


When writing to advertisers please mention Credit © Financial Management 



















































" bat S meaut™ /” 


Most women who “borrow” from their employers refuse to call it 
stealing. Yet when they find themselves unable to repay, they ab- 
scond or take more. These facts were brought out by a recent 
analysis of the cases of 400 women embezzlers. The analysis also 
shows that, for the most part, women who embezzle are not actu- 
ated by selfish motives, but steal to help relatives or friends. 


Most significant fact of all is this: Practically all of these 400 
women were essentially honest, well worthy of the trust placed in 
them, up to the point where they surrendered to emotion or cir- 
cumstance and began “dipping into the till.” 


Employers must realize that they cannot trust their own judg- 
ment of character to protect them against loss—far too much 
is at stake. Each year employe dishonesty takes more than 
$200,000,000 from business—actually causing more loss than fire. 


We suggest two things: First, mail the coupon 
ae — below for our new book, “400 Women Em- 
Oo apout it! 


bezzlers”—revealing why, when and how 
women employes turn dishonest. Second, ask your insurance agent or broker 
to show you our new, simplified Fidelity Bond forms. Clear, concise, free from 
technical terms, they are today’s most effective instruments of protection 
against employe dishonesty. 


Consult your Agent or Broker as you would your Doctor or Lawyer 


UNITED STATES FIDELITY 
AND GUARANTY COMPANY 


Za WITH WHICH IS AFFILIATED 
Fidelity & Guaranty Fire Corporation 
HOME OFFICES: BALTIMORE 






UNITED STATES FIDELITY & GUARANTY COMPANY 
Baltimore, Maryland 
Please send me a free copy of your new book, ‘‘400 Women Embezzlers.’’ 


Wines ARM io os cc vcdviddckadeees pene nqveadsctvnedebbvascnadiveeeeus 


CRF DB TRA. cc cccvcccccccccccoccecqecteccescccccvcesccccctccccccssotcoe 
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Gentlemen: 

The article, “Personal Finance 
Companies” by Mr. Frederick A. Lam- 
bert, Jr., in the July issue of Credit 
and Financial Management, goads the 
ire of at least one credit manager and 
invites him to challenge the thought 
that the people of this country, who 
need financial assistance, should pay 
36% a year for the privilege of bor- 
rowing money. The fact that there are 
now 3178 Personal Finance Companies 
with aggregate annual loans of $335,- 
000,000.00 to 2,500,000 families, indi- 
cates, of course, that there is a tremen- 
dous need for personal financial 
assistance. That the borrowers must 
sacrifice an aggregate sum of more 
than $120,000,000.00 annually in inter- 
est is another matter—one which 
should impel immediate steps to rectify 
an appalling condition. 

In his article, Mr. Lambert men- 
tions that between 1909 and 1917 three 
agencies—namely Credit Unions, State 
Industrial Banks, and Personal Finance 
Companies—arose to combat the loan 
sharks who were charging interest at 
rates as high as 240% per annum. He 
also points out, in referring to the rela- 
tion of personal finance agencies to the 
credit structure, that it is more eco- 
nomical for a borrower to secure funds 
from a credit union, state industrial 


CREDIT and FINANCIAL MANAGEMENT . 
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_bank, or the personal loan department 


of a commercial bank. 

With respect to those agencies, how- 
ever, he says “to borrow from a credit 
union it is necessary to belong to one, 
and relatively few individuals do, large- 
ly because of limited facilities and 
peculiar conditions under which such 
an organization can properly operate. 
To borrow from a state industrial bank 
or the personal loan department of a 
commercial bank it is necessary to ob- 
tain endorsers or co-signers.” 

Personal loan departments in com- 
mercial banks are established only to 
a very limited extent and there is prob- 
ably room for a considerable expansion. 
It is difficult, however, to allow Mr. 
Lambert to indicate that few people 
belong to credit unions because of lim- 
ited facilities and the peculiar con- 
ditions under which such an organiza- 
tion can operate. In referring to table 
one* of the article in question, one 
who is familiar with the operations of 
credit unions can see no reason why 
at least 85% of the types of borrowers 
cannot make use of Credit Unions. 


TABLE I 


Occupational Classification of 335,788 
Loans, The Household Finance 
Corporation, 1934. 


Occupation Per cent of 
Total Loans 
Skilled and_ semi-skilled 
ea Bi 35.26 


Office and clerical workers 18.73 


Owners-Managers ...... 11.00 
Superintendents and fore- 

ON Ni in eer 10.44 
School teachers ........ 8.63 
Sales persons .......... 6.54 
Unskilled laborers ...... 5.01 
Professional persons 2.52 
SD =F wrctibbucaae «cabo s 1.87 

EE asichieetbtinre-ars 100.00 


There are now approximately 6000 
state and federal credit unions through- 
out the country. To establish such 
an agency, it is necessary only that a 
homogeneous group of people be in- 
terested. In general, only seven charter 
members are required and the word 
“homogeneous” refers to any unit such 
as factory, office, school system, church, 
fraternal organizations, etc. That lim- 
itation would possibly eliminate, there- 
fore, only 15% of the borrowers clas- 
sified in the table as “owners-mana- 


» +e 


gers,” “professional 
“others.” 


persons,” and 


In spite of tremendous opposition 
from personal loan agencies, credit 
union laws have been passed in 42 
states and the Federal Government 
provided for Credit Unions in a law 
passed in July, 1934. The necessary 
provisions have been made, therefore, 
for the formation of Credit Unions in 
any group which can make use of the 
service, and the widespread need has 
been clearly indicated. 

Credit Unions accept deposits from 
members of the group being served and 
make loans to them at rates of 1% 
per month or less. They are distinctly 
service organizations and under the 
Federal Law as well as a number of 
State Laws are not allowed to pay 
dividends to depositors in excess of 
6%. When earnings exceed that 
amount, interest rates are lowered and 
those members of the group who are 
able to save can be of assistance to 
those of their group in need of finan- 
cial aid, and at the same time, earn a 
fair return on their investment. 

In addition to meeting financial 
needs, Credit Unions encourage saving. 
The process of saving is simplified by 
the daily proximity of the credit union 
to the members of the group and it is 
to be hoped that the average annual 
saving per family of $18.00 referred 
to by Mr. Lambert, can be materially 
improved through the medium of the 
Credit Union. 

We, of the credit fraternity, know 
that character is the most important 
element in a credit risk. Other assets 
on which credit may be based can be 
only too quickly dissipated, and well 
known personal finance agencies do not 
even validate their Chattel Mortgages 
by recording them. In general, one’s 
character is pretty much of an open 
book to fellow workers. Thus, Credit 
Unions are ideally situated to pass on 
credit risks. In fact, Credit Union 
losses in Illinois last year were less 
than .06 of 1%. 

The earnings of Personal Finance 
Agencies may be a moot question and 
one may concede the service performed 
by them on the basis of the use being 
made of them. There can be no ques- 
tion, however, that a rate of 36% per 
annum is high. Any business would 
quickly collapse under such an interest 
burden. A credit man who learns that 
a customer has discounted receivables 
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even at a rate of interest considerably 


lower than 3% per month, knows that 
hope for the financial recovery of the 
customer is just about nil. Can one 
expect an individual who discounts a 
portion of his income at 36% a year 
to provide even the slightest degree of 
financial security for himself and his 
family ? 

The Credit Union movement has 
been growing rapidly and the sound- 
ness of the principle behind it will un- 
doubtedly serve to establish the move- 


ment widely and firmly in our economic | 


system. Action on the part of those 
seeing the need for personal financial 
aid in groups with which they are 
associated is desirable, however, for the 
person who needs the assistance is not 


likely to be the one to sow the seed of | 


a Credit Union in his group. To that 
end, it would seem to me that Credit 


Men are peculiarly fitted to recognize | 





When you ask: 


What's what in 
Washington, D. C.? 


Turn to “Capital Letters’’ 
This month: page 30 





the need in their organizations and to 
use their experience in stimulating in- 
terest in the Credit Union Plan. Should 
not the management of industry be in- 


clined to accept the counsel of Credit 
Executives in this truly large Credit 
Credit 
Union Idea should challenge the in- 
terest of credit executives in companies 
which have not yet taken advantage 


Problem? I think that the 


of the plan. 
The more 


detailed 


service to your fellow employees. 
Yours very truly, 
Ira O. Fash, 
Credit Manager, Allen B. 
Wrigley Distributing Corp. 





information 
which can be secured from Mr. C. R. 
Orchard, The Credit Union Section, 
‘Farm Credit Administration or State 
Credit Union Leagues, will undoubt- 
edly be of interest to you and may 
result in the development of a valuable 


A Secretary 
talks about / 


her Boss 


ee 

I’m, good secretary to him 
and he knows it. But I do wish he 
weren't so old-fashioned. He’s not 
an old-fogey, really. As a matter of 
fact, he’s real nice looking. But I 
know what those wrinkles creeping 
around his eyes are from. He thinks 
it’s hard work. I know it’s because 
he does some things two or three 
times when he could get them done 
at once. 

“Take the correspondence, for 
instance. He reads the letters when 
they come in—puts them to one side 
to answer later—all in a bunch. If 
he had an Ediphone at his elbow, 
he’d just pick up the receiver and 
answer right away — no different 
than using his telephone. 

“Of course, I’m not complaining 
...-much, I mean. He means to get 
his dictation done before he leaves 
the office at noon. But he seldom 
does. And there IJ am explaining to 
the boy-friend why I’m late again. 
And he doesn’t get to his golf game 
after all—or he misses keeping those 





important appointments he surely 
meant tending to that afternoon. 
“Really, I think he’s awfully 
foolish. He’s letting detail ride him 
too hard. He and I could both get 
lots more done if he’d adopt Edi- 
phone Voice Writing. He’d have a 
better job..And so would I.” 
An Ediphone permits you to handle 
instructions, memos, inquiries, let- 
ters, reminder-dates, the minute you 
think about them...increases your 
personal business capacity 20% to 
50%. For every activity where “your 
voice points the way,” use an Edi- 
phone. Investigate! For details tele- 
phone the Ediphone, your city, or 
write Dept. C37, Thomas A. Edison, 
Inc., West Orange, New Jersey. 


VOICE-WRITE WITH THE 


Ediphone 


The Edison Invention for Business 


PREFERENCE FOR EDIPHONE PERSISTS 
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Rationalized taxes 


Widespread repeal of sales taxes 
and chain store taxes, simultane- 
ously with the placing of reliance 
on the personal income tax for a 
much larger portion of tax revenues, 
are the first major recommendations for 
the improvement of the nation’s tax 
system released by the Committee on 
Taxation of the Twentieth Century 
Fund -following the completion of a 
two year survey by a staff of twenty 
tax experts, according to Thomas I. 
Parkinson, President of the Equitable 
Life Assurance Society and Chairman 
of the committee. The study is pub- 
lished as “Facing the Tax Problem.” 
“Everyone in the United States 
should be made conscious of the fact 
that, if he wants government services, 
he has to pay for them,” and in general 
“the consciousness of taxation should 
increase as government expenditures in- 
crease,” the Committee declares in par- 
tial explanation of its position. But 
most of the widespread taxes are 
“hidden” taxes, the Committee asserts. 
Hence, in its judgment, only the per- 
sonal income tax can make large num- 
bers of taxpayers directly aware of 
changes in the general level of federal 
and state expenditures since each tax- 
payer is compelled by that tax “to 
figure out his liability and meet it.” 
Under the Committee’s plan, the 
expert research staff estimates, the num- 
ber of federal income tax returns would 
be increased from the 4,000,000 which 
were filed in 1934, to a new total 
which “might be as high as 12,000,000 
or 13,000,000.” Of these returns, the 
total number taxable, it is calculated, 
would amount to 8,000,000 or possibly 
9,000,000 in contrast to the small total 
of 1,800,000 in 1934. 

At the same time, Mr. Parkinson’s 
committee hastens to add, the total tax 
burden being carried by persons with 
low incomes should not be increased. 
More specifically, “if people in this 
group are made to pay an income tax 
for which they were not liable before, 
or a heavier income tax than before, 
their tax liability in other directions 
ought to be reduced.” 

The Committee therefore, after sug- 
gesting that personal exemptions for 
single persons might be lowered from 


$1,000 to $500 and for a married 
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couple from $2,500 to $1,000, proceeds 
to recommend that there be compensa- 
tory reductions in other taxes that now 
fall heavily on persons of low incomes, 
such as tariff duties, “possibly the social 
security payroll taxes,” the indirect in- 
ternal revenue taxes, and, in the states, 
sales taxes and property taxes levied for 
state purposes. 

Expanding its views regarding the 
importance of tax consciousness, the 
Committee says in part: 

“The well-to-do may properly be 
asked to cover a large share of the 
government’s costs, but nobody should 


Credit census 
is now ready 


Credit sales in wholesale distribution 
are analyzed in Volume 7 of the 1935 
Census of Business which has recently 
been released by the Bureau of Census 
of the U. S. Department of Commerce. 

The report is in two sections, the first 
showing to what extent full-service and 
limited-function wholesalers and manu- 
facturers’ sales branches engage in sell- 
ing on a credit basis. 

n section two the business of whole- 
sale establishments is analyzed by 
classes of customers. A tabular presen- 
tation shows to what extent wholesalers 
sell to retailers, to household con- 
sumers, to industrial users, to other 
wholesalers and to buyers in foreign 
countries. 





expect to go ‘scotfree’ unless perhaps he 
is completely dependent on the govern- 
ment. As a matter of fact, of course, 
nobody does go ‘scotfree’. ‘The local 
property tax, and also excise and other 
indirect taxes, enter, in part at least, 
into the cost of almost all goods and 
services. But the burden is hidden. 

“The death taxes are not so effective 
as the income tax in developing tax 
consciousness, because they are not paid 
every year, but only once. A large 
part of the property tax is only an in- 
direct and unconscious burden. ‘The 
gasoline tax and motor vehicle tax rates 
should in general fluctuate only when 
highway expenditures fluctuate. The 
payroll taxes are tied to social security 
expenditures.” 

Unlike the income tax, the Commit- 
tee finds that the sales tax produces 


only a “moderate” degree of tax con- 
sciousness. Although the retailer js 
often required to state the tax as qa 
separate item, and several jurisdictions 
even require the use of fractional-cent 
tokens made of aluminum alloy, card- 
board, etc., the Fund’s experts point 
out that these separate charging prac- 
tices “may not last long.” 

Furthermore, the Committee ob- 
serves, if the federal government im- 
posed a sales tax, “it would probably 
be levied on manufacturers, in order 
to save administrative expense, and no 
general tax consciousness would fol- 
low.” For this and other reasons the 
members of the group declare that they 
are “especially opposed” to a federal 
manufacturer’s sales tax. 

On grounds of tax justice, also, the 
Committee recommends repeal of the 
sales tax “except in those states where 
pressing fiscal needs make such a step 
absolutely impracticable.” 

The sales tax, Mr. Parkinson’s group 
points out, does not take account of 
the taxpayer’s ability to pay, “except 
in the rough fashion that the more a 
person spends the more he pays.” But 
since poor people “spend more of their 
incomes than rich people of theirs, the 
sales tax takes a larger percentage of 
the poor man’s income than of the rich 
man’s.” Moreover, the Committee 
points out, the sales tax cannot differ- 
entiate between purchasers, even though 
one man may be on relief, another man 
burdened with heavy family obliga- 
tions, a third laboring for all of his 
income, and a fourth merely cutting 
coupons. 

Similarly the present chain store 
taxes are condemned as “obviously un- 
just.” As one illustration, the Twen- 
tieth Century Fund special committee 
cites the tendency of such taxes to raise 
the cost of living for the “large number 
of people with small incomes” who, 
to get the most for their money, de- 
pend on “efficient merchandising.” 

“If the chains have a competitive ad- 
vantage, owing to the economies of the 
chain type of organization, the public 
benefits from it in lower prices,” the 
Committee points out. It therefore 
opposes the use of “the taxing system, 
or any other device, to maintain the 
status quo for the benefit of those who 
would be injured by the new methods 
of competition that benefit the public.” 
And the chain store taxes, the Com- 


mittee adds, (Continued on page 37) 
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Indications that an_ installment 
selling study will soon be started 

Wu by the Department of Commerce 

adds pertinency to a recent article 
in “Retailing” concerning this subject 
of current interest. 

“The existing confusion and fear re- 
garding installment credit is due not 
only to a lack of factual information, 
but to too little knowledge of those 
facts which are available,” Wilford L. 
White, Chief, Marketing Research Di- 
vision, Department of Commerce, 
points out. “Although it is the subject 
of much discussion among bankers, in- 
dustrialists and distributors, alike, there 
is confusion as to terms used. For in- 
stance the terms “consumer credit” and 
“installment credit” are erroneously 
used interchangeably. 

“The Retail Credit Survey of the 
Bureau of Foreign and Domestic Com- 
merce is based upon installment credit 
extended by retailers of goods and serv- 
ices—the value of goods sold on this 
basis and not the net amount of out- 
standings either for the entire year or 
for any one period. ‘The survey re- 
veals that there was evidence that in- 
stallment credit was increasing faster 
than open credit or cash sales, and was 
increasing at a faster tempo in 1936 
than in 1935. 

“While no one knows what has hap- 
pened in installment credit since Janu- 
ary, 1937, there are several factors 
which need watching very closely. The 
more important ones are: 

“(1) Character of merchandise 
sold. Much concern is expressed over 
the selling of ‘soft’ or nondurable goods 
on the deferred payment plan. Little 


‘ is known about the extent of this and 


sample data for the United States 
should be collected. 

“(2) The amount of the down pay- 
ment, originally equalling the cost of 
the merchandise, has dwindled in many 
instances to almost the vanishing point. 
With rising prices a grave problem is 
presented and the time to anticipate the 
situation is now. 

“(3) The amount and method of 
quoting carrying charges to consumers 


Installment sales developments 


. 


is a question of rising importance. An 
educational- campaign is very necessary. 

“(4) The length and variety of 
terms offered and the risk involved 
(especially in a falling price market). 

“(5) Losses from bad debts, suf- 
fered as result of improper extension of 
installment credit or as the result of 
unforeseen factors at the time of ex- 
tension, represent one measure of the 
present situation. ‘The low figure of 
less than one percent in 1927 was not 
matched until 1936, the high of 3%4 
percent being reached in 1932. A 
charge of 3% cents on each dollar of 
sales from bad debt losses alone is a 
rather high price to pay for installment 
business at a time when net profits are 
low or tend to disappear. 

“(6) Returned goods is another by- 
product of installment selling. It ap- 
pears that returns or repossessions ma- 
terially increase during a depression un- 
less refinancing plans are made avail- 
able on a wide scale. 

“From the general facts available it 
appears that installment sales of retail 
stores up to January, 1937, had not 
reached alarming proportions, although 
the annual rate of increase had been 
high for the two preceding years. De- 
spite.the fact that this method of sell- 
ing produces about 12 percent of retail 
sales, or the equivalent of 7 percent of 
our national income, we do not know 
what is going on currently—we have 
no current series which will give the 
business man an accurate view of con- 
ditions in time to take wise action. 

“Business men should consider the 
avenues open to them for the proper 
education of themselves as well as their 
customers. No general educational 
campaign, however, will succeed until 
there is more standardization of the six 
factors outlined above. 

“Present concern is not with the vol- 
ume of installment selling but with the 
practices which have grown up within 
recent years. Unless proper control 
can be promptly gained over these fac- 
tors the situation is apt to be more 
serious than in 1929. The absence of 
facts is no excuse for not taking imme- 


diate action in reviewing installment 
policies and, where needed, changing 
from a policy of broad expansion to a 
more conservative one.” 


Installment sales 
gain less this year 


A gain of 9.4 per cent in installment 
sales in all retail outlets for the first 
six months of this year, compared with 
a gain last year of between 35 and 40 
per cent in installment sales and an in- 
crease of 9.2 per cent in total sales of 
all retail outlets, was reported recently 
by A. W. Zelomek, economist of the 
International Statistical Bureau, Inc. 
During the first six months, regular 
credit sales gained 13.3 per cent. 

Mr. Zelomek said the slowing down 
in the rate of expansion of installment 
sales was accounted for in large part by 
the soldiers’ bonus last year and wise- 
spread strikes in certain industrial areas 
this year. Strikes this Spring neces- 
sitated economy by those thrown tem- 
porarily out of work, he pointed out, 
adding that the sales trend in industrial 
areas showed they preferred to protect 
their credit standing by keeping up in- 
stallment payments. ‘This resulted in 
slower gain both in new installment 
sales and in cash sales in those areas, 
he said. 

The tendency to keep up installment 
payments, even at the expense of cash 
sales, the economist said, indicates a 
danger in expanding installment volume 
that is frequently overlooked. This 
danger lies in the decline in cash sales 
that will follow a business recession as 
a result of necessity for keeping up in- 
stallment payments. This will tend to 
accentuate a decline in retail cash sales 
in a period of declining business activity, 
he pointed out. 

One important conclusion confirmed 
by the trend of installment credit sales 
during the first six months, Mr. Zelo- 
mek said, is that the volume is not yet 
dangerously large and will not become 
so this year according to present indi- 
cations. 
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City Bank Farmers Trust Company vs. 
Irving Trust Company, Trustee, etc—Su- 
preme Court of the United States, Janu- 
ary 4, 1937. 

The plaintiff's assignor leased to United 
Cigar Stores Company premises in Tren- 
ton for a period commencing April 1, 1926, 
and ending March 31, 1946. The lessee 
was adjudicated bankrupt on August 239, 
1932, and on November 11, 1932, the de- 
fendent, as trustee in bankruptcy, rejected 
the lease and abandoned the premises, a 
portion of which had been sublet by the 
bankrupt. Without notice to the Cigar 
Stores Company, the landlord relet por- 
tions of the building to subtenants in pos- 
session and let other portions to new ten- 
ants. On June 9, 1934, the Cigar Stores 
Company filed a petition for reorganiza- 
tion in the pending bankruptcy proceeding. 
In the reorganization proceedings, the 
plaintiff presented a proof of claim for in- 
jury resulting from the rejection of the 
lease. The trustee objected to the claim 
and asked to have it expunged for the 
reason that the lease incorporated no cov- 
enant to indemnify the lessor for loss of 
rents, or other provision enabling her to 
hold the tenant for damages, or for rent 
accruing subsequent to the termination of 
the lease, and asserted that the lease had 
been terminated and all obligations of the 
debtor under the lease extinguished by 
the landlord’s re-entry and re-letting. 
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Section 63-a of the Bankruptcy Act of 
1898 gave a landlord no provable claim 
for rent to accrue after the trustee’s re- 
jection of a lease. The tenant’s liability 
for future rent was not discharged and 
remained enforceable as instalments of 
rent fell due. Many leases provide for 
the termination of the tenant’s estate upon 
his adjudication as a bankrupt by the les- 
sor’s re-entry. Under the old law, such ter- 
mination did not give rise to a provable 
claim for future rent, or for damages, or 
for indemnity. Often lease agreements, in 
addition to stipulation for termination of 
the leasehold upon the tenant’s bankruptcy, 
provide that the bankrupt shall indemnify 
the landlord for loss of future rent. Under 
Section 63-a, such covenants did not sup- 
port a provable claim, as the obligation 
to indemnify ripened after adjudication. 
The consequence was that liability under 
this covenant was not discharged and re- 
mained to haunt the bankrupt. 

The purpose of Section 77-B was to fa- 
cilitate rehabilitation of embarrassed cor- 
porations and a salient element of such a 
reorganization is the discharge of all de- 
mands of what so ever sort, executory and 
contingent, presently due or to mature in 
the future. Of such claims, not the least 
important are. those for rent to accrue 
under a lease or for damages or indemnity 
payable because of the termination of the 
lease. If such obligations were to be dis- 
charged, is was necessary to make them 
provable. Clause 10 of Section 77-B there- 
fore provided that the term “creditors” 
was to include “holders of claims of what- 
ever character against the -debtor or its 
property including claims under executory 
contracts whether or not such claims would 
otherwise constitute provable claims under 
this act.” This language can have no other 
meaning than that claims upon covenants 
for damages or indemnity arising out of 
the termination of the lease after initia- 
tion of 77-B proceedings, are provable. 
The provision creates no new claim, it 
merely treats the adjudication as a breach 
of covenant and gives a provable claim by 
virtue of the breach. And its purpose was 
clearly to give the landlord a provable 
claim for injury due to the rejection of 
his lease whether the lease contains a cov- 
enant of indemnity or not. 

Like any other provable claim, this 
claim of the landlord may be released for 
an adequate consideration or the lease may 
contain stipulations in full compensation 
for any loss due to termination of the 
lease. The question in this case was 
whether the claim was allowable if the 
leasehold estate was not terminated until 
after the rejection of the lease, and then 
terminated pursuant to state law by the 
lessor’s conduct. 

The court held that the provability of 
the claim was unaffected by any termina- 
tion of the leasehold subsequent to rejec- 
tion of the lease. The section provides 
that the landlord’s claim for injury shall 
be limited to an amount not exceeding the 
rent reserved “for the three years next 
succeeding the date of surrender of the 
premises to the landlord or the date of 
re-entry of the landlord, whichever first 


36 


occurs.” The word “re-entry” is used to 
describe a case where the landlord, treat. 
ing the bankruptcy as a breach of the 
lease, re-enters for condition broken. 

The amount of the landlord’s claim for 
the loss of his lease is the difference be- 
tween the rental value of the remainder 
of the term and the rent reserved, both 
discounted to present worth. If the land- 
lord must give credit for the present ren- 
tal value of the premises, he is entitled 
to avail himself of them for realization 
of that value and this he cannot do with- 
out re-entry and re-letting. The fact that 
such re-occupation of the premises under 
the law of most states amounts to a com- 
plete termination of the leasehold and de- 
prives the landlord of any further rights 
as lessor, does not destroy the provability 
of the claim under Section 77-B. 

The court held that the plaintiff's claim 
should have been allowed. 


Migration 


Migration of labor in the United 
States has been induced by peak labor 
requirements in the harvesting of cer- 
tain crops. ‘These crops have included 
wheat, berries, citrus fruits, sugar 
beets, cotton, and various truck crops. 
Whereas the early migrants were 
largely single men, in recent years a 
distinguishing characteristic of the sea- 
sonal migrations has been the large 
proportion of migrant families. Mi- 
gratory labor gives rise to serious social 
problems. Among these are low earn- 
ings, poor housing conditions, lack of 
protection by social-security legislation, 
lack of proper schooling for the chil- 
dren of migrant families, social ostra- 
cism, and discriminations under local 
laws. 


Work hours up 


Average weekly hours in 16 manu- 
facturing industries increased substan- 
tially between May, 1935, when the 
National Industrial Recovery Act was 
invalidated by the Supreme Court, and 
May, 1936. During the same period, 
moreover, there was an increase in the 
proportion of employees with average 
hours in excess of the peak hours per- 
mitted by the codes. Establishments 
that made the largest increases in aver- 
age weekly hours usually fell below the 
general average of hourly earnings. 
With few exceptions, average weekly 
hours were somewhat longer and aver- 
age hourly earnings materially lower 
in small than in large establishments. 
These are a few of the facts brought 
to light by a special analysis of hours, 
earnings, and employment before and 
after nullification of the N.R.A. 
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Rationalized 
V taxes 


(Cont. fr. p. 34) “seem to have been used 
largely for this purpose.” 

In contrast to both sales taxes and 
chain store taxes, the Committee finds 
that the personal income tax can meet 
the requirements of tax justice, because 
it is “the easiest of all taxes to adjust 
according to ability to pay.” If the 
rates are varied progressively, Mr. 
Parkinson and his colleagues point out, 
“a progressive burden can be imposed 
on those most able to carry it, and the 
load can be reduced to little or nothing 
on those who can ill afford to add any- 
thing to their present expenses. More- 
over, for two persons of equal income, 
a difference in the tax can be allowed 
to account for differences in family 
status, source of income, and expendi- 
tures of various types.” 

Proceeding to discuss income tax 
rates in the middle and higher brackets, 
the Committee submits three findings: 

(1) That if business conditions 
continue to improve and no policy of 
debt retirement is adopted, the present 
federal rates “probably can be counted 
on’ to produce enough revenues to meet 
the federal government's fiscal needs. 

(2) That taxpayers with incomes in 
these brackets are now bearing their 
fair share of the tax burden, when the 
present and prospective state income 
tax rates are considered. Moreover, 
that the proposed lowering of the per- 
sonal exemptions would somewhat in- 
crease the burden on these taxpayers. 

(3) That increases in the highest 
brackets would be impracticable be- 
cause at even the present levels, “the 
rates give a great incentive for outright 
evasion and for avoidance.” Moreover, 
the rates may “unduly restrict” the 
volume of saving and the amount of 
business initiative in hazardous enter- 
prises. Hence, if justice calls for a 
still greater burden on the largest in- 
comes it would be wiser, in the Com- 
mittee’s judgment, to increase the rates 
in the lower brackets of the rich man’s 
income. It is the extreme pressure at 
the top,” the Committee warns, “the 
pressure to avoid taking any risk or 
exercising any initiative to attain ‘the 
last dollar’ of income, that is so im- 
portant.” 

On the score of administrative prob- 
lems, the Committee deals with both 
income and sales taxes. It asserts that 


Hallelujah! 


The Heavenly elders in conference sat, 
While Peter (the saint) held the floor 
And told them with gestures most eloquent 
Of the problem which vexed him full 

sore. 


“Our system can’t handle our volume,” 
quoth he, 
As it did in the good old days 
Man’s sins are no longer so simple and 
few 
Since the advent of modern ways.” 


“Folks now storm the Portals with Balance 
Sheets long 
Showing bad deeds and good where they 
can, 
But to figure the NET is the job that 
stumps me— 
What we need is a keen credit man!” 


The Holy Patriarchs pondered the thought 
And the question went anxiously round 

“Oh, where in creation, if we are agreed, 
Can a man of such talents be found?” 


All Heaven, they knew, was as bare of 
such men, 
As the desert of flowering trees, 
Their quest, if successful, must needs be 
confined 
To surroundings 
these. 


much warmer than 


And Matt looked at Luke, and Luke looked 
at Mark 
And Paul with a grim look said, “W ell— 
We'll get us a credit man, gentlemen— 
If we have to look all over hell!” 


the sales tax has “no overwhelming 
advantage in ease of administration.” 
On the contrary, its cost of administra- 
tion is found to be fairly high—often 
between 2 per cent and 4 per cent of 
revenue—and that the cost “would 
have to be still higher” if evasion were 
to be “practically eliminated” among all 
the small retailers. 

In conclusion the Committee mem- 
bers declare that they “are not blind” 
to the burden which would follow a 
lowering of income tax exemptions. 
They recognize that doubling or treb- 
ling the number of returns would neces- 
sitate a great expansion, and some re- 
organization, of the Bureau of Inter- 
nal Revenue. Moreover, the average 
cost of collection would undoubtedly 
rise appreciably above its present level 
and “for a time” an increase in evasion 
would occur. 

“The task would be particularly dif- 
ficult,” the Committee recognizes, but 
all the disadvantages would be so “far 
outweighed by the social and economic 
gains to come from the change” that at 
least the plan should be given a trial. 








His motion was met with vociferous “Ayes” 
And Straightway a messenger flew A 
To beg of His Satanic Highness below 
A credit man—pfossibly two. 


The Devil, amazed at St. Peter’s request 
Said, “Follow me down here below.” 
He led them through acrid and sulphurous 

smells 
And regions with flames all aglow. 


And here there were groanings and cries 
of despair 
And the pitiful wail of the damned, 
But presently boisterous laughter was 
heard! 
In this strange and mysterious land. 


“There they are, over there,” Mephis- 
topheles said, 
And directed the messengers’ glance 
To a group who were jabbing their deadly 
sharp forks 


In a howling victim's pants. 


The messenger asked of the clovenhoofed 
crowd 
Who'd serve the celestial job? 
But nary a man would step forth from the 
ranks 
Of the fiendishly screaming mob. 


“Bring on the offenders,” howled out their 
chief, 
“What charge—? (as the victim ap- 
peared) 
“Stole discounts?” he read; “Why we'll 
boil him in oil! 
And let him be properly speared!” 


“We're settling accounts that were years 
in our files,” 
Grinned one to the messenger boys— 
“Till the last were cleaned up, We'll 
cheerfully waive 
All our rights to heavenly joys.” 


The fellow who settled for ten per cent 
cash 
They cudgled and prodded with glee, 
And their leader leered at St. Peter’s men 
“This is Heaven enough for me!” 
—Rochester Credit Doings. 


Labor skill 


Of the 614 million registrants in the 
active file of the United States Em- 
ployment Service at the close of 
December 1936, approximately one- 
fourth were reported in the unskilled 
group and a little over one-fifth (21.6 
percent), in the semiskilled group. 
The skilled applicants constituted 20.7 
percent of the total number, and the 
service workers, 15.6 percent. The 
registrants best fitted for clerical work 
represented 7.1 percent; for profes- 
sional and kindred occupations, 4.3 
percent; and for sales occupations, 3.7 
percent. 
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Property life ; 
Insurance 


buildings, factories and other prop- 

erty are on the way, according to 

The Associated Press. Following 
the enactment of legislation by the 
New York Legislature in May, the 
N. Y. Times reports that the Property- 
Life Insurance Company of America 
is being organized. The shares have 
been subscribed privately. At the office 
of the Superintendent of Insurance, it 
was said no other company, so far as 
known, was in the process of organiza- 
tion, 

The founder of the Property-Life 
Company is Dr. Hans Heymann, a 
German economist, who developed the 
idea before the World War and who 
organized the first such insurance 
company in Berlin some years ago. 
He is now living in this country. The 
company expects to operate for a time 
in only New York, Pennsylvania and 
Illinois. 

In simple terms, property life insur- 
ance is the application of the idea of 
personal life insurance to property- 
office buildings, stores, factories, homes, 


yo insurance policies on office 
hu 


machinery, ships and automobiles. It 
is insurance against dilapidation and 
obsolescence and is entirely separate 
from fire, storm or flood insurance. It 
provides for rebuilding or replacement 
at the expiration of the policy. The 
pemium is based on actuarial prin- 
ciples applied to the average life of 
property in its various classifications. 

“At the outset,” Dr. Heymann said, 
“We will insure only office buildings, 
factories and machinery. This kind 
of insurance has been applied effectively 
to ships, and there is a company in 
Hamburg engaged in this business. 
The main purpose of this insurance is 
the replacement of damages caused by 
age or dilapidation, and the creation of 
a money equivalent which makes it pos- 
sible to erect a new building at the 
expiration of the policy or at some 
other time.” 


i 


(Cont. from p. 14) indebtedness has been 
the lightened load for the farmer occa- 
sioned by the decline in the taxes he is 
called upon to pay. From 1929 to 
1934 farm real estate taxes declined 
about one-third, but throughout the 
preceding decade they had been on a 
relatively high level. Between 1913 
and 1920 they rose 109 percent, and 
then continued to rise slowly until 
1929. 

Following the 1929 tax levy, drastic 
decreases in farm income and land val- 
ues, with attendant debt distress and 
other economic difficulties, necessitated 
decreases in average farm real estate 
taxes in every state, although taxes 


Agriculture's 
sinews 





FARM TAXES PAYABLE 
: Table 3, Page 329, September 1936, 
Crops and Markets 
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are still estimated to be more than 50 
percent above the 1913 level. 
The up and then down trend of 
farm taxes payable for the last twelve 











years is shown here by picturing each 
year’s level (See Chart 11). It should 
be stated, however, that slight in- 
creases are likely to be shown when 
figures are compiled for 1936 and 
1937. 

It is not my purpose, neither do | 
feel qualified in quoting these figures 
and statements, to find a common de- 
nominator for the causes, effects and 
consequences of all that has occurred 
during the past several years in connec- 
tion with farm credit in various direc- 
tions. I do feel, however, that in con- 
nection with the policy of long-term 
amortizing of the farm mortgage debt 
and the providing of short-term accom- 
modations, the farmer’s burden has 
been materially lightened. I also be- 
lieve that in the reduction of interest 
rates on his financing the farmer is 
measurably benefited. As a result of 
these ameliorating developments those 
farmers affected have been given new 
inspiration. I have felt, too, that the 
great majority of our good farmers 
have come through the recent trying 
years admirably and are today as sol- 
vent as most good banks and industrial 
concerns, which, like the farmer, have 
had their difficult problems in full 
measure. 

I can state my personal confidence 
in agriculture in another way by say- 
ing that during my early years on the 
farm and later as an employe and ofh- 
cer in banks which served farmers, I 
believed that first-class farm mortgages 
were sound investments, and by saying 
in addition, that today I believe pre- 
cisely as I did then. 

Now that we have reviewed a num- 
ber of the basic factors having to do 
with agriculture and farm equipment, 
let me recall what I have said about 
our industry’s up and downs following 
in line with those of agriculture. 


ESTIMATED EXPENDITURES 
OF U.S. FARMERS 


FARM MACHINERY, TRACTORS, AND REPAIRS 
Agference: Tate. Page 328 September 1236 "Cons ant 
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The record of farmer expenditures 
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for machinery, tractors and repairs in 
1929 and since offers about as clear 
a demonstration of this as could be 
sought (See Chart 12). Please note 
the pronounced contrast between 1929, 
the year farmers had a good deal to 
spend, and 1932, the year they had 
very little. In 1929, according to the 
Bureau of Agricultural Economics, 
farmers spent 513 million dollars for 
machinery, tractors and repairs. Their 
cash income from marketings that year 
was about 10.5 billion dollars. In 1932, 
when their cash income declined to 
about 4.3 billion dollars, they spent 
only 106 million dollars for equipment 
—or about one-fifth of what they had 
spent in 1929. In 1933, with a cash 
income of 5.1 billions they spent only 
130 millions. In 1935, however, when 
their cash income from farm market- 
ings rose to about 7.1 billions, their 
expenditures for machinery, tractors 
and repairs, according to the Bureau’s 
estimates, increased to 336 million dol- 
lars. With an income still higher by 
three-quarters of a billion in 1936, the 
expenditures for equipment also were 
higher, but the Bureau has not released 
its estimate of expenditures for that 
year. These figures will be published 
later this year. As to 1937, the total 
may or may not reach the 1929 level, 
but many people believe that there is 
a good chance for it to do so. In 
the case of tractors alone, 1937 sales 
are expected to exceed 1929 sales. 


That is especially worth noting, for 
inasmuch as the purchase of a tractor 
means that the buyer either is replac- 
ing a tractor or adding one, or that— 
far more often—one more farmer has, 
with his first tractor purchase, taken 
the initial step toward mechanical 
power for his farm operations, tractor 
sales become a significant barometer for 
farm equipment sales. With that in 
mind, it is interesting to note that since 
1918 the number of tractors on United 
States farms has steadily increased 
while the number of work animals on 
farms has steadily declined. The de- 
Pression years retarded but did not 
upset this trend. 


And now, just in case some of us 
have begun to wonder whether all the 
farms in the United States have been 
already “tractorized,” I would like to 
tell you that only about 1 million of 
our 6 million farms have tractors on 
them today. That gives us a fairly 
comprehensive idea of the new market 
for farm tractors, not to mention pos- 
sible tractor replacements or additions 
on the farms which have already gone 





in for power farming. And I may 
say here, parenthetically, that notwith- 
standing our certainty that the most 
profitable way to operate most farms 
is by tractor power, the farm equip- 
ment industry has continued to serve 
those farmers still using animal pow- 
er just as conscientiously as it did be- 
fore the advent of the tractor and 
expects to do it as long as there is 
a need for horse-drawn machines. 


It may have appeared to you that I 
have discussed only the favorable fac- 
tors of both the implement industry 
and agriculture, without dealing with 
negative factors over which neither has 
any control. I must confess that I 
have not dealt with these factors and 
we all know that drought, floods, grass- 
hoppers, corn borers, chinch bugs, rust 
and boll weevils and similar evils are 
likely to come without warning to up- 
set our plans and our hopes for the 
future. However, I believe we can 
look forward to the future with a 
greater degree of confidence than has 
been possible for many years. The 
farmer, in vastly bettered circum- 
stances, has his head up and his eyes 
on the future. He is more interested 
than ever before in scientific farming 
methods, in soil conservation, in crop 
rotation and diversification, in the mul- 
tiplying industrial uses for his products, 
and in production machinery that will 
help him to realize a better return on 
his investment. 


As a partner with him in promoting 
the welfare of the nation’s agriculture, 
the farm equipment industry will con- 
tinue to do its part in the future as 
it has in the past. It will anticipate 
and supply his needs for new and more 
efficient equipment. In short, the farm 
equipment industry joins with the 
farmer in every way to the end that 
both may achieve greater things. 


Finally, let me go back to what I 
said about the part that our bankers 
have played and must continue to play 
in the progress of our country toward 
putting its agriculture on a sound basis 
through the modernization of farming 
methods which depends chiefly on prop- 
er mechanization. ‘There can be no 
question, I believe, about the better 
understanding and closer co-operation 
that have developed during the last two 
decades between the American banker 
and the American farmer—an under- 
standing and co-operation which now 
include more than ever the farm 
equipment industry. 





(Frem an address befere the Robert Morris 
Associates.) 


SIMPLIFY YOUR 
COLLECTION 
METHODS 


With the 
BOYCE 
Collection 
System 





It presents a complete analysis of all 
receivables properly classified, all con- 
tained in one Boyce Loose Leaf Ring 
Binder, 11 x 84% inches. 


Its operation is simplicity itself and it 
makes collections. 


There are simple instructions for its 
operation, the establishing of credit 
limits and relations and typical collec- 
tion letters fer following accounts. 


TWO OUTFITS—PRICES 


Complete Outfit CS114—In First Grade 
Imitation Leather, 1 inch Ring Binder 
with *supplies $6.75 


Complete Outfit CS5014—In Genuine 
Brown Gorilla Grain Leather, 1 inch 
Ring Binder with *supplies $10.50 


*Each outfit contains 18 Celluloid 
Tabbed division sheets, 75 Analysis 
sheets Form 801, and 75 Follow-up 
Record Sheets Form 802. 





There is a complete Boyce Standard 
Accounting System for every business, 
with instructions, all ready to install. 


A. E. BOYCE COMPANY 


Wholesale Manufacturers 
Loose Leaf Devices 
and Forms, Visible Records 
Machine Bookkeeping Supplies 


Factory and General Offices 
MUNCIE, INDIANA 





Employment 
of aliens 


The employment of aliens is re- 
stricted in 18 of the Latin-American 
republics by means of laws requiring 
that a specified proportion of the em- 
ployees in an establishment must be na- 
tionals. The required proportions of 
nationals vary from 50 per cent in 
Cuba to 90 per cent in Mexico. In 
six republics the proportions of the 
payroll to be paid to aliens are also 
limited. All these laws have been en- 
acted since 1925. 


When writing to advertisers please mention Credit & Financial Management 
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EXPERIENCED INSPECTORS 


When your order for a Bureau Credit Report arrives in any 
one of the seventy-five Hooper-Holmes Bureau offices in the 
United States or Canada, action begins. If the subject to be in- 
spected resides in one of the 9,000 points covered by our experi- 
enced salaried inspectors, such a man gets your assignment. 
Otherwise it is handled by one of our 55,000 part-time inspectors 
who have been trained to their work. 

The ensuing report, however made, must measure up to 
Bureau standards and will be a concise, informative document. 


You will be satisfied and pleased that you specified a Hooper- 
Holmes Report. 


THE HOOPER-HOLMES BUREAU, INC. 
102 MAIDEN LANE, NEW YORK 


When writing to advertisers please mention Credit © Financial Manage ment 
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}NEWS ABOUT CREDIT MATTERS 





Ferms Close on 
90th of Month Before Issue 


A Section Devoted to Association Affairs 


SEPTEMBER, 1937 


Save on Losses 
With Interchange 








Business Men 
Affected By 
New U.S. Laws 


Statutes Passed by 
Congress Set Up 
New Regulations 


Business men in the manu- 
facturing and wholesaling fields 
were affected by several bills 
enacted at the session of Con- 
gress which closed on August 
2ist. All of this legislation has 
been covered in the excellent 
material presented under the 
heading “Capital Letters” by 
the Association’s Washington 
representative, Mr. Charles F. 
Baldwin. To provide a quick 
reference schedule, we are pre- 
senting here a short summary 
of this legislation. 


BANKRuPTcy Law 
AMENDMENTS 


The Borah Bill (S. 2849) 
passed in the Senate on August 
9th and by the House on Au- 
gust 20th. Prohibits agreements 
fixing fees or compensation in 
receivership, bankruptcy or re- 
organization proceedings. The 
bill as passed by the Senate 
and concurred in by the House 
provides that all such fees must 
be paid from the assets of the 
estate. Another section makes 
it unlawful for a United States 
judge to appoint as receiver or 
trustee any person related to 
such judge. This bill was 
given the hearty support of the 
National Legislative Committee 
of our Association and, it is ex- 
pected, will result in great ben- 
efit to creditors during the 
course of the year. 

Municipal Debt Adjustment 
Act, approved August 16th, 
amends the National Bankrupt- 
cy Act by providing legislation 
which takes the place of the 
Municipal Bankruptcy Act of 
1934, recently held unconstitu- 
tional by the Supreme Court. 
This act provides that any 
Plan for compositions by mu- 
nicipalities or taxing agencies 

(Continued on page 43) 


Louisville Buys New Home 


Louisville—T h e Louisville | 
Association of Credit Men holds | 


the marked distinction of being 


the only affiliate in the Na- | 


tional Association to own its 
own office building. The deal 
was closed during the Fall 
months for the purchase of. the 
old Southern National 
Building at 322 West Main 
Street, and after extensive re- 
modeling operations are com- 


pleted, the building will be oc- | 


cupied on or about January 1, 


1938, by the Louisville Associa- | 


tion. 

As shown in the accompany- 
ing photograph, 
has a facade resembling an old 
Greek temple. The original 
building is about one hundred 
years old, but is considered to 
be in excellent condition and 
after ‘the remodeling work is 
completed the general offices of 
the Louisville Association of 
Credit Men will be convenient- 
ly established in the old bank- 
ing room. 


Bank | 


the building | 





One of the features of the 
new headquarters for the Louis- 
ville Association will be a 
closed garden in the rear of the 
main building so as to provide 
a desirable meeting place for 
groups and committees. 

Secretary-Manager Sam _ J. 
| Schneider, of the Louisville 
| Credit Men’s Association, in 
| telling of the new home for this 
| organization says, “The build- 
ing purchased by this Associa- 
tion is tied-in with traditions of 
the state of Kentucky, and we 
hope to further the long and 
honorable career of this build- 
ing, without disturbing either 
the pure Ionic architecture of 
the front of the building, of the 
main banking room, which will 
serve as our general offices. Our 
aim will be to restore the orig- 
inal lines of the main building, 
and such additions and improve- 
ments as are necessary, will be 
made on the rear of the build- 
| ing. It is our hope to make the 
| (Continued on page 46) 
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September to 
Mark Spurt in 
NACM Efforts 


Important Com- 


mittee Sessions 
Slated for This 
Month 


September presents an excep- 
tionally busy schedule for 
NACM activity. 

The first meeting on this im- 
portant schedule is set for the 
National offices in New York 
City on September 18th when 
the local Presidents of Associa- 
tions in the Eastern Division 
will gather here for their an- 
nual conference. These meet- 
ings of local Presidents inaugu- 
rated two years ago have 
proven of great value to those 
in attendance. Assistant Ex- 
ecutive Manager David A Weir 
is now at work on the program 
for the Eastern Division meet- 
ing and an announcement of 
this program will be sent to the 
Presidents in the Eastern area 
during the first week in Septem- 
ber. 

The Presidents of the Central 
Division Associations will meet 
in Chicago on October 2nd. 
This session will be held at the 
Palmer House. Central Division 
Manager E. B. Moran is plan- 
ning the program for this meet- 
ing. 

The sessions of the Secretary- 
Managers of all of the Central 
and Eastern Division Associa- 
tions will be held in Pittsburgh 
on September 27th, 28th and 
29th. The Secretary-Managers’ 
session of the Associations in 
the Western Division was held 
on August 23rd, 24th and 25th 
in San Francisco. It is hoped 
that every Secretary in the Cen- 
tral and Eastern Division will 
be able to attend the Pittsburgh 
meeting and where possible 


| bring some oftheir local officials 


and department heads to Pitts- 


| burgh with them. 


These four meetings starting 


| with the Western Division Sec- 


retarial meeting in San Fran- 
cisco in August and closing with 































































‘the Presidents’ meeting in Chi- 
cago on October 2nd, should 
have a telling effect on the 
activities of the National Asso- 
ciation during the next twelve 
months. 

Another meeting of great im- 
portance to the Association is 
that of the National Develop- 
ment Program Committee com- 
posed of ten members which is 
to be held in Chicago on Oc- 
tober 1st the day before the 
Presidents’ meeting for the Cen- 
tral Division. This committee 
meeting will be of especial im- 
portance as the committee is ex- 
pected to give final sanction to 
a comprehensive program of As- 
sociation development work dur- 
ing the next few months. The 
Credit Methods and Practices 
Committee will have a meeting 
on October 18th in Chicago. 

For the past fifteen days or 
more, Executive Manager Hei- 
mann has been in the Western 
Division where he held Associa- 
tion session at fifteen different 
Associations as well as attended 
the session of the Western Sec- 
retary-Managers’ Conference in 
San Francisco. Mr. Heimann 
started at Spokane on August 
16th and closes his Western tour 
in Salt Lake City on September 
9th and 10th. He comes to New 
York for a short period and 
will be present at the Eastern 
Presidents’ meeting on Septem- 
ber 18th. His next engagement is 
at Escanaba, Michigan, on Sep- 
tember 24th, where he will be 
the banquet speaker at the Wis- 
consin-Northern Michigan Con- 
ference. On September 27th and 
28th, he will attend the meeting 
of the Secretary-Managers’ As- 
sociation in Pittsburgh and is 
scheduled for an important con- 
ference in Washington’ on 
September 29th and 30th. 


West Division 
Managers Meet 
inSanFrancisco 


San Francisco.— The _ thir- 
teenth annual session of the 
Secretary-Managers Conference 
of the Western Division 
NACM was held in San Fran- 
cisco on Monday, Tuesday and 
Wednesday, August 23rd, 24th 
and 25th. Secretaries from the 
following cities were present at 
this session which discussed 
many items connected with the 
operation of Association work 
in the Western territory: Den- 
ver, Salt Lake City, Great Lake 
City, Great Falls, Spokane, 
Bellingham, Seattle, Portland, 
Oakland, Los Angeles, San 
Diego, Phoenix, El Paso and 
San Francisco. 

In addition, Henry H. Hei- 
mann, Executive Manager; 
Brace Bennitt, Convention Di- 
rector, and Owen S. Dibbern, 
Western Division Manager, 
from the National Staff, were 
in attendance at the Secretary- 
Managers Conference. 


Starting on October 1st, he at- 
tends the meeting of the Devel- 
opment Program Committee at 
the Palmer House, Chicago, and 
the following day the session of 
the Central District Presidents 
also at the Palmer House. On 
October 4th, he is slated for a 
talk at Milwaukee, the 5th at 
St. Paul, the 6th at Duluth, the 
7th at Grand Forks, the 8th at 
Fargo, the 11th at Sioux City, 
the 12th at Omaha, the 13th at 
St. Joseph, the 14th at Kansas 
City, the 15th at Burlington, 
Iowa, and on the 18th and 19th, 


The National Associa- 
tion of Credit Men was 
paid a tribute by the 
Postal Telegraph Com- 
pany on its radio pro- 
gram, “Forward Amer- 
ica,’ on Friday, August 
13, at 6:45 P. M. The 
program was devoted to 
an introduction of the 
Association’s activities 
and two short dramatiza- 
tions based on its work 
followed by a talk by 
Charles J. Scully, Fraud 
Prevention Director of 
the National Association 
of Credit Men.  Tele- 
grams were sent, through 
the courtesy of the Pos- 
tal Telegraph Company, 
to all members of the 
Association in the states 
of New York, New Jer- 
sey and in portions of 
other states near to the 
stations broadcasting the 
program. 

The stations in the 
broadcast chain were: 
WABY, Albany; 
WMBO, Syracuse - Au- 
burn; WBNY, Buffalo; 
WSAY, Rochester; 
WIBX, Utica. 





he will attend the session of the 
Credit Methods & Practices 
Committee in Chicago. On the 
19th also he is scheduled to at- 
tend an important meeting of 
the Wholesale Hardware Group 
in Chicago, and on October 20th 
he speaks at Dayton, on the 21st 
two talks in Cleveland, the 28th 
at the Tri-State Conference in 
Pittsburgh, the 29th and 30th at 
the Tri-State 
Syracuse. 


Conference in | 





Pennsy Oil Men 
Set Date for a 
Joint Session 


Philadelphia—The Philadel- 
phia Petroleum Group and the 
Pittsburgh Petroleum Group 
will hold a joint meeting at the 
Nittany Lion Inn at State Col- 


A Atcherley, Chsdeeen of 
Philadelphia Petroleum Group. 


lege, Pa., on Monday, Septem- 
ber 27th. The session will be 
addressed by Alexander Wall, 
Executive Secretary of the 
Robert Morris Associates, who 
will speak on “Normal Ratios 
for Tank Car Distributors in 
the Oil Business.” 

The joint meeting is under 
the direction of the group chair- 
men for the Credit Men’s As- 
sociation in Eastern and West- 
ern Pennsylvania. Representa- 
tives of the Texas, Sinclair and 
Standard Oil Company of New 
Jersey at Newark also have 
been invited. 


Rhode Island “C” Men at Annual Outing 
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Business Men 





Affected By 
New U.S. Laws 


(Continued from page 41) 


must be approved by 51 per 
cent of all the creditors of the 
taxing district. The plan of 
composition cannot be confirmed 
unless accepted in writing by 
creditors holding at least 66% 
per cent of the aggregate 
amount of indebtedness _in- 
volved. There is an exception 
on this point, however, that the 
court might confirm a plan of 
composition if the judge is con- 
vinced it is fair, equitable and 
for the best interest of the cred- 
itors. The Municipal Debt Ad- 
justment Act terminates on 
June 30, 1940. 


Corporate Reorganization 
Act, approved August 12, 1937. 
This merely adds a clause to 
Section 77b of the Bankruptcy 
Act enabling the court to au- 
thorize the lease or sale of prop- 
erty owned by the debtor cor- 
poration when it was found that 
such lease or sale was desirable 
to protect the best interest of 
the debtor corporation and its 
creditors. 


Chandler Bill (H.R. 8046) 
was passed by the House on 
August 10th and was in the 
hands of the Senate Judiciary 
Committee when Congress ad- 
journed. A large number of 
NACM members urged speedy 
action on this measure before 
adjournment but the measure 
was delayed during the days of 
turmoil which marked the clos- 
ing weeks of the Congressional 
Session. Should Congress be 
called back for a special session 
this Fall, the chances are that 
the Chandler Bill will be taken 
up at once by the Senate Judi- 
ciary Committee and might be 
passed before the end of the 
year. 


INTERSTATE COMPACTS 


New England Minimum 
Wage Compact Act, approved 
August 12, 1937. This provides 
consent of Congress to the com- 
pact for establishing uniform 
standards of employment in 
Maine, New Hampshire, Con- 
necticut, Massachusetts, Rhode 
Island, New York and Pennsyl- 
Vania, and which has been rati- 
fied by the Legislatures of Mas- 
sachusetts, Rhode Island and 
New Hampshire. 


Oil Compact Act, approved 
August 10, 1937, extends for a 
Period of two years from Sep- 
tember 1, 1937, of the inter- 









state compact te conserve oil 
and gas and affects oil opera- 
tions in Oklahoma, Texas, Cal- 
ifornia and New Mexico, as 
well as Arkansas and Michigan. 


LABOR 


Guffey - Vinson Bituminous 
Coal Act of 1937, approved 
April 28, 1937, re-enacts the 
1935 Act, with some changes, 
which was held unconstitutional 
by the Supreme Court and pro- 
vides for regulation of inter- 
state commerce in bituminous 
coal through the creation of a 
National Bituminous Coal Com- 
mission as the administrative 
agency for the industry code 
embodied in the statute. 


RESALE Price FIxING ACT 


Tydings-Miller Act, approved 
August 19, 1937. This amends 
the Sherman Anti-Trust Act to 
prevent conflict with State stat- 
utes which permit. agreements 
between manufacturers and 
their distributors or retailers as 
to resale prices on identified 
merchandise sold under a trade- 
mark or brand. 

The law further provides that 
agreements between competitors 
such as manufacturers, produc- 
ers, wholesalers, retailers, etc., 
fixing price levels shall be un- 
lawful and _ punishable by 
penalties ranging up to $5,000 
or imprisonment for one year. 


MONETARY 


Wagner Reserve Note Act, 
approved March 1, 1937. This 
law continues in effect until 
June 20, 1939, the provision in 
the second paragraph of Sec- 
tion 16 of the Federal Reserve 
Act, which authorizes the Fed- 
eral Reserve banks, with the 
approval of the board of gov- 
ernors of the Federal Reserve 
System, to issue Federal Reserve 
notes against direct obligations 
of the United States. 


SocraAL SECURITY 


Social Security Tax Act makes 
available to each State which 
enacted in 1937 an approved 
unemployment compensation 
law, a portion of the proceeds 
from the Federal employers’ tax 
in such State for 1936. The pur- 
pose of this act is to place 


the unemployment insurance 
provisions of the Social Security 
Act on the same basis with re- 
spect to their unemployment in- 
surance funds. 


TAXATION 


Tax Loophole Revenue Act of 
1937 is divided under six titles. 
Title I covers Personal Hold- 
ing Companies and levies an 
additional surtax on the undis- 














all the States complying with | 


tributed adjusted net income. 


Title II—Foreign Personal 
Holding Companies. Stipulates 
that the gross income of such 
corporation shall be computed 
as if it were a domestic corpora- 
tion and provides a schedule of 
taxes on the undistributed sur- 
plus of such foreign corpora- 
tions. 


Title III—Disallowed De- 
ductions. Amends Section 24 (a) 
of the Revenue Act of 1936 by 
providing that in computing net 
income no deduction shall in 
any case be allowed in respect 
of personal, living or family ex- 
penses; amounts paid for new 
buildings, or permanent im- 
provements, or for restoring 
property; premiums on life in- 
surance policies of any officer, 
or employe, or of any person 
financially interested in any 
trade or business carried on 
by the taxpayer, when the tax- 
payer is directly or indirectly 
a beneficiary under such policy. 
Deductions for losses from sale 
or exchange of property would 
not be allowed where the trans- 
action took place between mem- 
bers of a family; between two 
corporations if more than 50 
per cent of the outstanding stock 
in both is owned, directly or 
indirectly, by the same _ indi- 
vidual, and if either one of the 
corporations was a_ personal 
holding company for the pre- 
ceding taxable year; between an 
individual and a corporation in 
which such individual, together 
with a partner, owns more than 
50 per cent in value of the out- 
standing stock; between an in- 
dividual and a fiduciary of any 
trust of which the individual is 
a grantor; between a fiduciary 
of one trust and a fiduciary of 
another trust, if any grantor of 
one of the trusts is also a grant- 
or of the other; and a fiduciary 
of a trust and any beneficiary 
of such trust. 


Title IV — Trusts. This 
amends Section 163 (a) of the 
Revenue Act of 1936 by elim- 
inating the $1,000 exemption 
from any trust if the trust in- 
strument requires or permits the 
accumulation of any portion of 
the trust income and there is not 
distributed an amount equal to 
the net income; but the term 
“net income,” for the purposes 
of the paragraph, does not in- 
clude amounts included in gross 
income, which, under the law 
of the jurisdiction under which 
the trust is administered, can- 
not, even if permitted or re- 
quired by the trust instrument 
to be considered as income, be 
considered as income, and are 
not distributable. 


Amends Section 142 (a) of 
the Revenue Act of 1936 by re- 





quiring a fiduciary to file a re- 
turn in the case of any trust 
having a net income, regardless 
of amount. 


Title V—Nonresident Alien 
Individuals. This title amends 
Section 211 (a) of the Revenue 
Act of 1936 that provides a flat 
tax rate of 10 per cent so that 
if the income of such nonresi- 
dent alien received during the 
taxable year exceeds more than 
$21,600, such alien shall be sub- 
ject to normal taxes and sur- 
taxes. 


Title VI. This adds to Sec- 
tion 102 of the present law, 
which imposes a_ surtax on 
corporations improperly accu- 
mulating surplus, a new sub- 
section which excludes certain 
domestic and foreign corpora- 
tions from the operation of that 
section. Excludes—from the 
special treatméfit accorded to 
mutual investment companies— 
domestic and foreign personal 
holding companies for taxable 
years for which they are sub- 
ject under the act. 


Nuisance Tax Act of 10937, 
approved June 29, 1937. Ex- 
tends for two years the so-called 
nuisance taxes established in 
1932 embracing levies on gaso- 
line, theatre admissions, sport- 
ing goods, matches, radio sets, 
chewing gum, cameras, brewers’ 
wort, mechanical refrigerators, 
transportation of oil by pipe 
line, toilet preparations, lubri- 
cating oil, electrical energy, 
telegraph, telephone, cable and 
radio facilities and leased wires, 
firearms, stamp taxes in trans- 
fer of bonds and deeds of con- 
veyance, automobiles, trucks, 
tires and tubes, and other excise 
taxes. 


OklahomaSurveyShows 
Wheat Crop Is Not Yet 
Being Turned To Cash 


Oklahoma City.—The  busi- 
ness survey made by the Okla- 
homa Wholesale Credit Men’s 
Association under date of Au- 
gust 1st indicated: 

“July business better, but ,not 
as good as was anticipated.” 

The report goes on to point 
out that while wheat growing 
sections had bumper crops, the 
farmers for the most part are 
holding on to,the majority of 
their wheat awaiting higher 
prices and are using only a 
small portion of the crop money 
for debt paying purposes at the 
present time. This, however, 
indicates an improvement in 
collections and later in the Fall 
should there be an upturn in 
wheat prices. 


































































































NACM Work 


Given Praise 
By Referees 


In an extensive article in 
The Journal of the National 
Association of Referees in Bank- 
ruptcy, July issue, the effective- 
ness of NACM Adjustment Bu- 
reau activities was endorsed as 
follows: 

“Despite these handicaps a 
number of assignments have 
operated successfully. Partic- 
ularly significant are those con- 
ducted by the non-profit making 
adjustment bureaus afhliated 
with the National Association 
of Credit Men. These bureaus 
handle—sometimes with active 
creditor assistance—assignments 
aimed at liquidation of a debt- 
or’s estate or the negotiation of 
composition agreements. Not 
infrequently the bureau will 
consummate an extension agree- 
ment under which it will super- 
vise the operation of a business, 
eliminate management errors, 
and eventually, in many cases, 
return a business to the owner 
with all debts paid. By realiz- 
ing more on assets, and by ad- 
ministering more efficiently and 
expeditiously, the skilled, per- 
manent staffs of adjustment bu- 
reaus, freed from technical pre- 
cedural and legalistic limita- 
tions, are able to conduct liqui- 
dations more successfully than 
bankruptcy administrators. 


“While the advantage of a 
competent personnel is limited 
for the most part to adjustment 
bureaus or similar organiza- 
tions, other benefits are shared 
alike by all assignments. A 
debtor who makes a bonafide 
assignment is said to carry a 
lesser stigma, to be able to nego- 
tiate a more favorable com- 
position or extension agreement 
and to be in a better position 
to secure credit in a new busi- 
ness venture, than a debtor who 
avails himself of, or is forced 
into, bankruptcy. These advan- 
tages, it is maintained, induce 
a debtor to come to terms at an 
early stage of insolvency so that 
creditors profit by a shortening 
of the critical period as well as 
by the retention of customers in 
business and by an avoidance of 
publicity on credit losses. The 
generally conceded superiority 
of friendly adjustments to the 
present bankruptcy system has 
fostered occasional legislative 
attempts at protecting bonafide 
assignments.” 


Ernest I. Kilcup 
Is Now President 
Davol Rubber Co. 


Providence.—Ernest I. Kil- 
cup, former National President 
of the National Association of 
Credit Men, has been advanced 
to the office President of Davol 
Rubber Company of this city. He 
also holds the office of Treas- 
urer and for the past year has 





A booklet written by 
Dr. Clyde William 
Phelps, Department of 
Economics and Com- 
merce, University of 
Chattanooga, and _ pub- 
lished by the Household 
Finance Corporation, De- 
partment of Research, 
Chicago, entitled ~ Age 
Analysis of Charge Ac- 
counts, is offered to 
credit executives free of 
charge. While the book- 
let is prepared entirely 
for service to retailers, 
credit executives of man- 
ufacturing and wholesal- 
ing institutions who have 
problems dealing with 
the retail trade will find 
this booklet of special in- 
terest. A letter. directed 
to the Research Depart- 
ment of the Household 
Finance, Company, Chi- 
cago, will bring a copy 
of the booklet to your 
desk. 


been serving as General Man- 

ager of the Davol Company. 
Mr. Kilcup’s many friends in 

the National Association of 


| Credit Men will be pleased to 
| know of his advancement with 


his corporation. 

Mr. Kilcup was elected Pres- 
ident of the National Associa- 
tion at the Wisconsin Conven- 


| tion and presided as President 
| at the Los Angeles Convention. 


‘Chas. Scully of 
N.A.C.M. Staff 
Heads “G” Club 


Charles J. Scully, Director of 
the Fraud Prevention Depart. 
nent of the National Association 
of Credit Men, has been named 
president of the Society of For- 
mer Special Agents of the Fed. 
eral Bureau of Investigation, 
This new organization is com- 
posed of former G-men located 
in the metropolitan area and js 
organized for the purpose of 
promoting and preserving the 
friendships established by these 
men during their employment in 
Government service. It is ex- 
pected that more than 300 will 
be enrolled in the organization 
before the end of the year. 

In addition to Mr. Scully as 
president, the other officers are 
John Brann, New York attorney, 
vice-president; John F. O’Con- 
nell of the Dewey Investigation 
Committee, secretary, and 
Wayne Merrick, chief investi- 
gator of the Dewey Committee, 
treasurer. Temporary headquar- 
ters have been secured at 1 Park 
Avenue. In order to be eligible 
for membership in this organ- 
ization, members must have 
worked for the Federal Bureau 
of Investigation for a period of 
| one year. It has been found in 
the preliminary survey for the 
organization that many of the 
| former agents are still active 
| in other branches of Govern- 


| ment service. 





Philippine Credit Men Start Sixth Successful Year 


. 

The above photograph shows 
a group of members of the As- 
sociation of Credit Men, Inc., 
P. I., which has just completed 
the fifth successful year of its 
Association work. The Associ- 
ation was organized in 1931 
with thirty-six charter members 


| credit executives. 


and the Association now num- 
bers fifty-two members on its 
roster. The Association held, 
besides one general meeting, 
three luncheon meetings, which 
were for open discussion on 
matters of general interest to 
The Associ- 


ation operates a Central Credit 
Interchange Bureau and during 
the year of 1936-37 had a total 
of 11,300 inquiries and 49,600 
reports. 

The record shows that the 
Philippine Association now has 
on file approximately 17,000 


names of traders for credit re 
erence. 

The Philippine Association 
has only made its start on col 
lection activities but indication 
are that this phase of the A* 
sociation work will be increas 

| in the future. 














Sans statistics 


y of Some twenty-eight years ago, 
aff, Samuel McChord Crothers proposed 
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‘Lub the founding of a new graduate school 
o a group at Harvard. He described . 
tet ait fiction 
2 of his idea as “A modest proposal for the 
— i -education of doctors of " ve 
a etrogressive re-€ ucation o 
— “hil : h on Yow flecounts 
named philosop y.” 
yf For: “At the present rate of ad- 
e Fed. vance,” he said, “it is possible for A SE C R i TA R Y 
— our universities to turn out fleets | 
ial of intellectual © Dreadnaughts 
and js whose draught does not allow WITH 
ose of them to navigate in safety in the 
ng the home waters. 
y these 


SIX HANDS! 


“In the Retrogressive School 


a there will be the opportunity to 

00 will make the necessary adjustments to 

‘ization the actual situation which under 

, ordinary conditions are more or 

ully as : . ‘ 

nae less painful . . . The course in 

ttorney, Comparative Literature will be 

O’Con- supplemented by a half-course in 

gation Comparative Illiteracy . . . There 

y, and “ : 

Sel will be courses on the superficial, 

amittee, the Obvious, the Hit-or-Miss, the 

ad quar- By-and-Large, the ‘Topsy-turvy, 

1 Park the Go-as-you-please, and _ the 

a other forms in which Truth ap- 

: oa pears to the ordinary intelligence 

Bureau . . « (The student) will attend 

riod of lectures on the Hetrogeneity of 

ound in the Miscellaneous, the Unex- 

- . pectedness of the Inevitable, and 
active the Historicity of the Contem- Every credit manager knows that ‘‘slow”’ and “‘bad 

Sovern- poraneous. , . pay’ accounts require individual attention. Ordi- 


“Through various kindergarten nary form letters have little, if any, place in this 
devices he will be taught the great stage of collection procedure. They fail to ‘‘point 


truth embodied in the philosoph- the finger’’ when “finger-pointing” is necessary. 
ical maxim, “This is a rum world.’ Obviously, the same letter may be sent to a Robotyped Letters 
ae large number of customers, but to be effective, Are Read! 


—Rayon Organon it must be individually typed and personally 

signed. How often have you wished that your Robotyper operates any 
secretary had “six hands” so that you could write Sn eee ave 

L more individual letters to your ‘‘slow’’ accounts? simple—its ti 
abor turn-over ae P operation, 
Robotyper will triple the number of these letters easy. Types 100 words 
The wastage involved in excessive | that you can send each day. You devote much @ —, a to 150 
labor turn-over is strikingly shown in | Valuable time to creating letters that must move “@YOrTége tetiers in an 
people to action*, but they must be read to be coe a a 


. . . ffective. Robotyped letters are read because duties. Battery of four 
portant industries over a 7-year period, : odes typed controlled b t : 
. ° y o id 

from 1930 to 1936. Thus, in 1 year they ave inmvicnaly ator produces 2400 to 
the brick industry had a separation Credit executives now using Robotyper are 3600 letters a week. 
enthusiastic about the increased ratio of returns. Equipped with any stand- 
9? 100 1 : ll We want you to see Robotyper in action. We ard Remington, Royal, 
and emptoyees on its payrol's. | want to show you how Robotyper can increase L. C. Smith, or Under- 
This means that to fill each 100 jobs your collection returns. Your request will bring 4 *vPewriter. 
-139 employees were dropped and 92 full particulars. eggs 


new on E 
es taken on. In contrast, the ill ai a ae aillias 
rubber-tire industry in no year showed phases of business. Two. portfolios the General and ‘the 
. a <5 Store—are of special interest to credit executives. 
a separation rate in excess of 32 per 


edit ref 100 employees and in 1 year showed 


sociation a separation rate of less than 17. Sim- 
“on cit ar wide differences occurred in the 
dications Case of quit rate, which refer to em- 
the A ’ i i i 


ployees who voluntarily resign their 
ncreas¢d jobs. 


a review of the experience of 16 im- 


rate of 139 and an accession rate of 
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Committees at 
Milwaukee Set 
For Big Year 


Milwaukee. — President Fred 
F. Stuckert, of the Milwaukee 
Association of Credit Men, an- 
nounces the following have ac- 
cepted chairmanships of Asso- 
ciation Committees for the ensu- 
ing year: @ 

Banking & Currency: Henry 
H. Van Male, Marine National 
Exchange Bank; Bankruptcy 
Law: A. J. Ollay, Simplex Shoe 
Mfg. Co.; Business Service: D. 
C. Graham, Greusel Distribut- 
ing Co.; Credit Dept. Methods: 
E. C. Waldeck, Radio Specialty 
Co.; Credit Education: Arthur 
P. Schmidt, Huth & James Shoe 
Co.; Credit Interchange Bureau: 
R. P. Blowney, Westinghouse 
Electric Supply Co.; Fraud Pre- 
vention: Gordon Kaiser, . Ideal 





Shoe Mfg. Co.; Insurance: 
Walter MHoffman,;~ Baerwald- 
Hoffman & Co.; Legislative: A. 
Z. Eberhardt, A. E. Sielaff 


Paper Co.; Membership: Fred 
Zens, Standard Oil Co.; Noon 
Luncheon Meetings: W. J. Will- 
mert, A. F. Gallun & Sons 
Corp. 

Arrangements have been com- 
pleted for a series of ten credit 
classes under the direction of 
the Credit Education Committee 
composed of Arthur P. Schmidt, 
Leo Sorenson and Glen Ryder. 
The classes will be held in the 
Mitchell Building and will meet 
every Tuesday evening, the first 
class being scheduled for Sep- 
tember 2ist. A very small 
charge covering the expenses of 
the classes will be collected in 
advance from each individual 
registering. 

The members of the Milwau- 
kee Herd of Zebras will meet 
the Chicago Zebras in a soft 
ball game at Crystal Lake on 
September 19th. This is the 
date of the annual get-together 
of the Chicago and Milwaukee 
Zebra Herds. 

H. L. Jenner of the A. S. 
Goodrich Company is set for 
initiation in the Zebra Herd at 
the first roundup in September. 
Gene Waldeck and Herb 
Kloehn are also to be initiated 
at this opening session. The 
members of the Zebra Herd had 
been quite active on sport gath- 
erings during the Summer 
months and are now at work 
to build up a class of at least 
a half dozen for the first initia- 
tion of the year. 





Louisville Girls 
Have Day’s Outing 
at Country Club 


Louisville. — On ‘Thursday, 
July 22nd, the Credit Women’s 
Club went to the Owl Creek 
Country Club at Anchorage, for 
the most enjoyable party we 
have ever had. This is a rather 
broad statement considering the 
many enjoyable outings spon- 
sored by the club during its 
twelve years of existance, but 
it is by no means exaggerated. 
Forty-six were in attendance, 
including members and guests. 
Bridge, golf and swimming 
were enjoyed during the after- 
noon. The rolling countryside 
and beautiful clubhouse grounds 
added zest to the typical Ken- 
tucky dinner, following which a 
report was made of the Chicago 


Convention by Miss Evelyn 
Sehlinger and Mrs. Mayme 
Sullivan. 


During the dinner, in addi- 
tion to the bridge prizes, some 
20 beautiful attendance prizes 
were distributed, including can- 
dlesticks, electric waffle iron, 
several quarts of Four Roses, a 
carton of Spuds, compacts, hose, 
etc. 


Expect Big Crowd 
for Conference at 
Escanaba, M ich 


Milwaukee. — The — annual 
conference of credit executives 
in the Wisconsin-Upper Michi- 
gan area, which is set for Sep- 
tember 24th, promises to be one 
of the biggest sessions of this 
group in the past years. While 
the meeting is set for Friday, 
September 24th, a sight-seeing 
tour on Saturday and Sunday 
through the resort section of 
upper Michigan surrounding 
Escanaba is also drawing a 
considerable interest among 
credit executives and their fam- 
ilies. 


A. G. Spetz Is* Named 
Jamestown President 


Jamestown, N. Y. — The 
Jamestown Association of Cred- 
it Men held its annual meet- 
ing and outing at the Chada- 
koin Yacht Club on Chautau- 
qua Lake on August 12th. The 
following officers were elected 
for the ensuing year: President, 
Anton G. Spetz, Art Metal Con- 
struction Co.; Vice-President, 
Lynn W. Eddy, Empire Case 
Goods Co.; Treasurer, Albert 
K. Langham, Bank of James- 
town; Secretary and Councillor, 


NewJerseyZincCo. 
Names Heavisideas 
General Credit Boss 





Chicago—H. P. Heaviside, 
until recently Credit Manager 
in the Western Sales territory 
for the New Jersey Zinc Sales 
Company, Inc., has been ap- 
pointed General Credit Manag- 
er for the New Jersey Zinc 
Company and its subsidiaries, 
with headquarters at the home 
office, 160 Front Street, New 
York. 

For several years Mr. Heav- 
iside has been an active mem- 
ber of the National Association 
of Credit Men, first at Detroit, 
where he was employed in the 
Treasury Department of the 
New Jersey Zinc Company un- 
til 1921, when he was trans- 
ferred to the Credit Depart- 
ment, and in 1926 joined the 
office staff as Assistant Credit 
Manager in the Western Saies 
territory. 

In his work with the Chicago 
Association, Mr. Heaviside has 
been especially active in trade 
group work. He was elected a 
director of the Chicago Associ- 
ation of Credit Men in 1936 
and served as Chairman of the 
Trade Group Department Com- 
mittee of the Chicago Associa- 
tion for the past year. 

Mr. Heaviside was a mem- 
ber of the Executive Commit- 
tee in charge of arrangements 
for the National Convention in 
Chicago last June and was 
Chairman of the Registration 
Committee. 

Mr. Heaviside took up his 
new duties at the New York 
office during August. 


Samuel J. Lasser, c/o Seidman 
& Seidman, Bank of Jamestown 
Building. Six new Directors, in 
addition to the above official 
staff, also were elected. 

Plans are now in operation 
for a renewed activity in the 
Jamestown Association during 
the coming year. 














Louisville Buys 
OldBank Home 


As New Office 


(Continued from page 41) 


new building a credit center tp 
attract various groups interested 
in credit and kindred subjects 
Our plans will include , 
kitchen, rest rooms and an owt. 
door garden in the rear, wher 
groups may be entertained and 
served, and open-air meetings 
held with due regard for pri- 
vacy. 

“The purchase of this build. 
ing has aroused considerable 
local interest and the member; 
of the Louisville organization 
take pride in the fact that ou 
Association, as far as we can 
learn, is the first local NACM 
affiliate in the United States to 
acquire its own building.” 





Memphis Zebras Are 
Hosts at Barbecue 
and Big Field Day 


Memphis.—The annual bar- 
becue and outing of the Men- 
phis Association of Credit Men 
was held at Pinehurst Lakes on 
August 14th. The entertain- 
ment at this annual outing was 
under the direction of the Men- 
phis Zebra Herds. 

The Seventh Annual Golf 
Tournament of the Memphis 
Association proved an interest- 
ing event. Earle Ruffin had the 
lowest score of those eligible to 
win the title, thereby becoming 
the fourth annual champion of 
the Association. 

The meeting of the Memphis 
Zebra Herd held on August 
17th was the occasion for the 
initiation of Bill Whitley of 
Wurzburg Brothers, the latest 
to qualify for membership in 
the Memphis R.O.Z. The initi- 
ation was under the direction of 
the last three initiates, who 
were quite decidedly interested 
in getting revenge for their 
recent initiations. 


Hartford Banker Dies 


Hartford—A. J. Johnson, 
Vice-President of the Phoenix 
State Bank & Trust Co., of this 
city, and an active member of 
the Hartford Association of 
Credit Men, died on August 
7th. He was also a member of 
the Hartford Chapter, Ameri- 
can Institute of Banking and 
was a first vice-president of the 
Connecticut Bankers Associa 
tion. 
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In Birmingham:- The Men Behind the Association 





The Board of Directors of the Alabama Association of Credit Men 


From left to right, seated: W. H. Early, President; H. B. Garrett; C. W. Bellows; M. D. Thomason; W. R. 


Brown; R. J. Ward. 


Standing left to right: C. A. Weaver; J. G. Holland; W. C. Darby; J. M. Clark. 


Probably no part of the terminology of 
credit has been the subject of as much dis- 
cussion as the phrases “given credit,” 
“granting credit” and “accepting credit.” 
And it is an accepted fact that properly 
analyzed he who claims to have “given” 
or “granted” credit has actually “taken” 
or “accepted” it. 

There are those who charge these errors 
in terminology with responsibility for a 
substantial part of the bad debt losses 
experienced by business. However, that 
may be, a little investigation will quickly 
prove that another error in terminology is 
the undisputable cause of much of the pres- 
ent day loss. This error has to do with the 
words “par” and “average.” 

Not so long ago, one organization an- 
nounced its intention of setting “pars” for 
all sections of the country and all classes 


of business. In setting about the accumula- 


tion of the required facts, it clearly dis- 
closed that its intent was to establish 
“averages.” 

Just as there is a mighty difference be- 
tween the “par” of a golf course and the 
“average” score of all players on that 
course, so too there should be a clearly 
understood distinction between “par” and 
“average” when these terms are applied to 
credit work. 

Briefly stated, “average” suggests that 
credit executives must perform their work 
with the training, knowledge and equip- 
ment now available to them. “Par” sug- 
gests that credit executives might well 
examine critically into the three factors of 
training, knowledge and equipment, and 
particularly into the latter. Just as an ex- 
pert golfer would find it impossible to 
shoot a “par” 72 with croquet mallets, so 
too will the credit executive find it im- 
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possible to maintain maximum volume of 
business with minimum loss to the or- 
ganization he serves unless he has proper 
equipment, which, in his case, means above 
all proper credit information. 

This is not a new fact to the alert credit 
executive. He has known of this fact for 
a long time and it is because of this 
knowledge and his support of his local and 
national organization that there are so 
many groups of men, such as the Board of 
Directors of the Alabama Association of 
Credit Men, who are found lending their 
support, interest and activity to the devel- 
opment of a practical, efficient Credit In- 
which they 


recognize is an essential to the proper in- 


terchange Bureau Service, 
terchange of ledger experience information 
between creditors, which exchange they 
know will provide them with the facts they 


must have to maintain “par” performance. 



















































Chicago Convention Resolutions 


(Nore: Other Resolutions appeared in 
August issue). 


Natural Business Year 

Whereas, For the past year the Ex- 
ecutive Manager of the N.A.C.M. has 
served as chairman of the Natural Busi- 
ness Year Council, and 

Whereas, This Council has made 
commendable and effective efforts to 
educate American business to the ad- 
vantages of fiscal years coinciding with 
the natural cycle of operations of the 
individual enterprises concerned, and 

Whereas, Investigation has shown 
that approximately 60% of our various 
types of businesses can be operated most 
efficiently and economically on the basis 
of fiscal years other than the calendar 
year, 

Be it resolved, That the National 
Association of Credit Men, in Conven- 
tion assembled at Chicago, June 21-24, 
1937, endorse the work of the Natural 
Business Year Council and urge its 
‘continuance, and 

Be it further resolved, That the As- 
sociation recommend to its members a 
study of the fiscal years of their own 
companies in order to determine 
whether a change to a natural year 
would be advantageous. 


Washington Service Bureau 

The increasing use during the past 
year of the Washington Service Bu- 
reau is definite evidence that this serv- 
ice should be continued and expanded 
through our Association at the center 
of the Nation’s legislative activities. 

The expanded legislative program of 
the Association for the coming year 
will involve further activity on the part 
of the Washington office and make it 
an even more important function of 
the Association. 

Therefore be it resolved at this 42nd 
Annual Convention assembled in Chi- 
cago, June 21-24, 1937, that the work 
of the Washington Service Bureau dur- 
ing the past year be highly commended 
and that we encourage the increased 
activities of this Bureau and believe 
that our members should take full ad- 
vantage of the commendable service 
available. 


Adjustment Bureaus 
The National Association of Credit 
Men has demonstrated as one of its 
benefits, that full cooperation between 
‘credit executives provides the most 


equitable and efficient adjustment serv- 
ice. 

The handling of adjustments is a 
problem demanding special knowledge, 
diplomacy and skill. Above all, the 
personnel must have the confidence of 
those directly involved, and ability to 
gain the cooperation of creditors. 

Our experience proves these agencies 
must be 

(a) Financially responsible 

(b) Efficiently managed 

(c) Adequately protected 

(d) Properly equipped 
prompt settlement 

(e) Operated in accordance with 
highest ethical standards and service to 
users rather than for profit. 

For years the N.A.C.M. adjustment 
departments have performed these 
duties and have given such service to 
safeguard assets. 

Approved adjustment bureaus of the 
National Association of Credit Men 
have performed a service of great im- 
portance to industry. The work ac- 
complished by these Bureaus has been 
a benefit and their plan of operation, 
closely supervised by creditors, should 
make these services attractive to Credit 
Executives—therefore, 

Be it resolved, This 42nd Annual 
Convention of the National Association 
of Credit Men in Chicago June 21 to 
24, 1937, declares that the approved 
adjustment:service units of the N.A.C. 
M. be continued and expanded and the 
many years of fine performance by 
these units justifies full support by the 
entire membership in all markets of the 
nation. 


to make 


Collection Divisions 


The handling of Collection is so 
much a personalized business demand- 
ing special knowledge, adaptitude and 
skill, that it should be left to experts. 

The agency must be (a) Financially 
responsible (b) properly equipped me- 
chanically, (c) carefully managed, (d) 
adequately protected by fidelity bonds 
(e) motivated by the idea of service to 
users rather than profit and (f) 
operated in accordance with the highest 
ethical standards. 

Approved Collection Divisions of the 
affliated units of the National Asso- 
ciation of Credit Men have performed 
a service of great importance to indus- 
try. Their work has been in the public 
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interest. Their well known plan of 
operation, closely and continually su- 
pervised by creditors at all times, should 
make these services attractive to credi- 
tors, therefore 

Be it resolved, and this 42nd Annual 
Convention of the National Associa- 
tion of Credit Men in Chicago, June 
21-24, 1937, declares that the Ap- 
proved Collection Divisions of the units 
of the N.A.C.M. are worthy of high 
commendation for the service rendered 
to business; and that their fine per- 
formance merits full support of the 
membership to the end that this mutual 
extension of the members Credit De- 
partment may be perpetuated. 


Collection Survey 


W hereas, for the past forty-one years 
the National Association of Credit 
Men has pioneered in research work in 
the field of credit and has always been 
a leader in the upbuilding and safe- 
guarding of the credit business in the 
country and in raising the level of 
credit thinking and technique, and 

W hereas, the Bureau of Foreign and 
Domestic Commerce, United States 
Department of Commerce, Washing- 
ton, D. C., is the logical agency to 
collect and publish current business 
statistics and 

Whereas, our Association has, in 
cooperation with this Bureau, instituted 
a program of reports of monthly sales 
and collections among wholesalers and 


’ manufacturers, in which many of our } 


members are cooperating, and 

Whereas, the need for more ade- 
quate factual data makes an enlarge- | 
ment and expansion of this program | 
necessary, therefore 

Be it resolved, by the National As- 
sociation of Credit Men gathered in ™ 
Chicago in June, 1937 for the Forty- 
second Annual Convention, that we ™ 
commend the Bureau of Foreign and 7 
Domestic Commerce, Department of — 
Commerce, for its activity in this direc- 
tion, and 

Be it further resolved, that we pledge 
our continued support and complete co- 
operation to further the development of 
this program and to cooperate with the 
Department to make the coverage more 
comprehensive so that a more adequate © 
picture of the diversified fields of whole- 
saling and manufacturing will be made 
available. 





